86TH Congress }) HOUSE OF REPRESENTATIVES { Report 
1st Session No. 271 


TVA SELF-FINANCING 


Apri 14, 1959.—Committed to the Committee of the Whole House on the State 
of the Union and ordered to be printed 


Mr. Davis of Tennessee, from the Committee on Public Works, 
submitted the following 


REPORT 


together with 
MINORITY VIEWS 


[To accompany H.R. 3460) 


The Committee on Public Works, to whom was referred the bill 
(H.R. 3460) to amend the Tennessee Valley Authority Act of 1933, 
as amended, and for other purposes, having considered the same, 
report favorably thereon with amendments and recommend that the 
bill as amended do pass. 

The amendments are as follows: 

Page 2, beginning on line 13, strike out “It is hereby declared” and 
all that follows down through and including ‘July 1, 1957.”’ on page 
3, line 11, and insert in lieu thereof the following: 


Unless otherwise specifically authorized by Act of Congress 
existing and subsequently built, leased or acquired power 
facilities of the Corporation shall not be used for the sale or 
delivery of power for use outside the service area of the 
Corporation as it existed on July 1, 1957, except when 
economically feasible for exchange power arrangements with 
other utility systems with which the Corporation had such 
arrangements on said date. Nothing herein contained shall 
ae the Corporation from continuing service to Dyers- 

urg, Tennessee, and Covington, Tennessee, or from entering 


into contracts to supply or from supplying power to the cities 
of Paducah, Kentucky; Princeton, Rentachy es 


Kentucky; Chickamauga, Georgia; Ringgold, Georgia; an 
South Fulton, Tennessee; or agencies thereof: Provided 
further, That nothing herein contained shall prevent the 
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transmission of TVA power to the Department of Defense 
or any agency thereof, on certification by the President of the 
United States that an emergency defense need for such power 
exists. 


Page 4, line 14, strike out “provisions for insurance,” and insert in 
lieu thereof “adequacy of”. 

Page 4, line 16, strike out “restrictions upon” and insert in lieu 
thereof “‘stipulations concerning”’. 

Page 7, line 8, strike out “commercial” and insert in lieu thereof 
“certified public”. 

Page 10, line 8, after the-word “hereof;” insert “payment to the 
Treasury of the repayment sums specified in subsection (e) hereof;’”’. 

Page 10, lines 18 and 19, strike out “period from July 1, 1959, 
through June 30, 1964,” and insert in lieu thereof “five-year period 
which commences on July 1 of the first full fiscal year after the 
effective date of this section,’’. 


SUMMARY 


H.R. 3460 would authorize the Tennessee Valley Authority to 
finance needed additions to its power system by the issuance of 
revenue bonds in the maximum amount of $750 million outstanding 
at any one time. The bonds will be secured solely by the revenues 
of the TVA power system. They will be neither obligations of nor 
guaranteed by the United States. 

The bill contains provisions essential for effective use of the bond 
financing authority. It permits TVA to fix the terms and conditions 
of the bonds and to enter into appropriate covenants with bondholders 
and trustees. It requires TVA to charge rates sufficient to operate 
the system, service the bonds, and meet obligations specified in the 
bill with respect to the Pee investment in its power system. 
Under the bill, these obligations will include (1) payment to the 
Treasury of an annual cash return to be callie by applying to 
the appropriation investment the average interest rate payable by 
the Treasury on its total marketable public obligations as of the 
beginning of the fiscal year, and (2) an annual payment of $10 million 
in reduction of the appropriation investment itself. 

‘he bill does not change*the basic provisions of the TVA Act 
governing the manner in which the TVA Board of Directors shall 
perform its statutory duties. Under the bill, the Board will continue 
to have sufficient flexibility to enable it to discharge its responsibilities 
efficiently and to enable. Congress to hold it fully accountable for 
results. The bill does include a number of special requirements to 
insure that Congress will be kept fully informed of the use being made 
of the bond issuing authority. It also contains a provision limiting 
the area within which TVA power may be sold. 


HEARINGS 


A number of bills providing for issuance of revenue bonds by TVA 


to finance needed additions to its power system were introduced in 
both the 84th and 85th Congresses. Extensive hearings on such 
legislation were held by subcommittees or the full membership of both 
the House and Senate Committees on Public Works. These included: 
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1. Senate hearings in the 84th Congress, held on July 21, 22, and 27, 
1955, on S. 2373. 

2. House hearings in the 1st session of the 85th Congress, held on 
March 28 and 29, April 1, 2, 3, and 5, and May 6, and 7, 1957, on H.R. 
3235 and H.R. 4266. Following these hearings the committee favor- 
ably reported H.R. 4266. 

3. Senate hearings in the 1st session of the 85th Congress, held on 
April 30 and June 6 and 7, 1957, on S. 1855, S. 1869, S. 1986, and S. 
2145. Following these hearings, S. 1869 was favorably reported by 
the Senate Public Works Committee with amendments, and after 
adoption of additional amendments on: the Senate floor, was passed by 
the Senate. 

4. House hearings in the 2d session of the 85th Congress held on 
July 28, 29, and 30, 1958, on S. 1869. . Following these hearings, 
S. 1869 was favorably reported by the committee but not acted upon 
by the House prior to adjournment of the 85th Congress. 

Hearings on the present bill, H.R. 3460, were held by the full 
House Committee on Public Works on March 10 and 11, 1959, to 
afford proponents and opponents of the proposed legislation an oppor- 
tunity to restate their views and to familiarize new members of the 
committee with the background of the proposed legislation. 


NEED FOR THE BILL 


The need for this legislation was described by the committee in its 
report on S. 1869 in the 85th Congress. The following is quoted from 
that report: 


Immediate enactment of legislation permitting TVA to 
finance additional generating capacity through issuance of 
bonds is essential if TVA is to continue to meet its responsi- 
bilities to the region and to the Nation. Like any power 
system, TVA must increase its capacity each year if it is to 
meet the mounting requirements for electricity which are 
demanded by a growing population and the development of 
new uses for electricity in homes and on farms, in commercial 
and industrial establishments. The TVA power system is 
wholly owned by the Government of the United States. At 
the present time, the only sources of funds for investment in 
new capacity for the system are appropriations and TVA’s 
Own power revenues. Since 1953 no funds have been appro- 
pretes for construction of new generating capacity by TVA. 

uring this period TVA has begun construction from power 
revenues of a number of additional units at existing plants, 
but revenues can provide funds for only a fraction of the 
facilities required to meet the normal growth of power re- 
quirements on the TVA system. Other funds must be pro- 
vided without delay if needed additional capacity is to be 
constructed. Such funds can be provided through the issu- 
ance of revenue bonds. 

TVA is the sole source of power supply for an area covering 
approximately 80,000 square miles and inhabited by some 5 
million people. In 1939, on the joint recommendation of 
TVA and certain private utilities then operating in the area, 
Congress adopted an amendment to the TVA Act authorizing 
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TVA to purchase the generating and transmission facilities 
of these private utilities. At the same time, and as part of 
the arrangements approved by Congress for power supply 
in the Tennessee Valley area, distribution systems of the 
private utilities were purchased by various municipalities 
and cooperatives. In reliance upon the resulting arrange- 
ments, about 150 municipal and cooperative systems which 
distribute TVA power to ultimate consumérs (other than the 
Federal Government and a few large industries served by 
TVA directly) have invested a total of more than $500 
million in their own distribution systems. 

At the present time over 50 percent of all electric energy 
which TVA generates goes directly to installations of the 
Federal Government, including the Atomic Energy Commis- 
sion plants at Oak Ridge, Tenn., and Paducah Ky., the 
Army’s Redstone Arsenal at Huntsville, Ala., and the Air 
Force’s Arnold Engineering Development Center at Tulla- 
homa, Tenn. Large additional amounts go to private indus- 
tries producing materials having defense significance. Power 
demands, exclusive of power furnished to the Federal Gov- 
ernment, are growing in the area served by TVA at the rate 
of approximately 12 percent per year. If the economic 
an of the area is not to be halted, additional power 
facilities must be constructed to meet these increasing de- 
mands and to insure dependability of service to existing 
power loads, many of which are essential to national secu- 
rity. Approximately $150 million annually will be required 
to provide needed new power generating capacity, exclusive 
of additional capacity which may be required for any increase 
in the requirements of Federal agencies served by TVA. 

The reported bill will make it possible for TVA to obtain 
needed capital by the sale of revenue bonds. The earnings of 
the TVA power system have been sufficient to cover all 
operating and maintenance expenses of the system, includin 
full straight-line depreciation and payments to States mm 
local agencies in lieu of taxes, and provide an average annual 
return of 4 percent on power investment. This excellent 
financial record indicates that TVA will be able to obtain 
its capital requirements successfully by the revenue bond 
method of financing. 


The power supply situation in TVA’s market area has become 
critical since the report on S. 1869 was written last August. The 
testimony of TVA’s Manager of Power, G. O. Wessenauer, is that in 
the winter of 1961-62, TVA faces a 600,000-kilowatt shortage of 
power capacity, and by the following winter the shortage will be 
1 million kilowatts, after allowing for the limited amount of generating 
capacity which TVA has been able to finance from its power revenues. 
Authorization of some means of financing the needed capacity is 
imperative. 


Tue Masor Points 1n ConTROVERSY 


TVA bond financing legislation has been before the Congress for 
over 4 years. Its enactment now is urgently required to permit 
TVA to plan and construct the facilities necéssary to meet the grow- 
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ing power requirements of the area it supplies. Only a few witnesses 
before the committee opposed the proposed legislation in its entirety 
and urged instead the dismemberment of TVA. The real issue before 
the committee was the precise form the legislation should take. 

The major questions which the committee was called upon to ex- 
amine may be summarized as follows: 

1. The nature of the provisions for congressional review of the 
exercise of the bond issuing authority. 

2. The extent to which TVA’s bond issues should be subject to 
control by the Secretary of the Treasury. 

3. The payments which TVA should make on account of the ap- 
propriation investment in the TVA power system. 

4. The restrictions, if any, which should be placed on the area 
within which TVA may sell electric power. 

These questions are discussed below in the order mentioned. 


PROVISIONS FOR CONGRESSIONAL REVIEW 


Under H.R. 3460, TVA’s bond financing operations will be subject 
to continuous congressional scrutiny. The bill provides no exemption 
from the budgetary procedures normally applicable to Government 
corporations. TVA’s annual budgets will be submitted each year, 


and will include a report of TVA’s anticipated use of bond proceeds 
just as its past budgets have always included reports of anticipated 
use of revenues. 

The hearings on this and previous bond financing bills have revealed 
considerable misunderstanding of the budgetary procedures applicable 


to Government corporations under the Government Corporation Con- 
trol Act. Under sections 102 and 103 of that act, each corporation is 
required to submit to the President, and the President transmits to 
Congress as part of the annual budget, a full report of the corporation’s 
financial condition and the results of its operations for the last com- 
pleted fiscal year. Estimates of its operations for the current and 
ensuing fiscal years are presented at the same time. In the case of a 
corporation whose statute permits it to issue bonds or utilize its 
revenues for specified purposes, the presentation includes its antici- 
pated use of such bond proceeds or revenues. When its actual use 
of revenues or bond proceeds varies from the estimates so presented, 
the corporation must be prepared to furnish an explanation of the 
variations when it presents its estimates the following year. 

The authority to issue bonds and use bond proceeds and revenues (as 
distinguished, in the case of most Government corporations, from use 
of funds for administrative expenses) is not granted by annual ap- 
propriation acts but by the corporation’s basic statute. Section 104 
of the Government Corporation Control Act, which provides for con- 
gressional review of the budaat programs of Government corporations, 
expressly states that its provisions ‘‘shall not be construed as prevent- 
ing Government corporations from carrying out and financing their 
activities as authorized by existing law, nor as affecting the provisions 
of section 26 of the Tennessee Valley Authority Act, as amended” 
{under which TVA is authorized to use its revenues for purposes con- 
nected with its power program]. Accordingly, restrictions on issuance 
of bonds or use of bond proceeds or revenues as authorized by a curpo- 
ration’s basic statute requires substantive legislation, The annual 
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budget presentation and appropriation committee review, however, 
bring to the attention of Congress any actions of a corporation which 
may call for such substantive legislation. 

TVA will also be subject to two additional reporting provisions 
which will keep Congress fully informed of TVA’s actions and plans. 
One of these is a requirement, written into H.R. 3460, that TVA in- 
clude a detailed statement of its operations under the bill in the annual 
report which it files with the Congress in December of each year. The 
other is the existing requirement, which will not be affected by the bill, 
that the General Accounting Office audit TVA’s operations annually 
and file a report covering each such audit with the Congress. 

In addition, the bill contains a special provision under which, except 
with the approval of the President during a national defense emer- 
gency, no bond proceeds or power revenues may be used to begin 
construction of a new power producing project until Congress and the 
President are notified and 90 days of a single session of Congress have 
elapsed without the enactment of a concurrent resolution disapproving 
such construction. 

Apart from these specific provisions, the committee is aware that 
the limitation in the bill on the maximum amount of bonds outstand- 
ing at any one time to $750 million will mean that TVA can finance 
under the bill only those new power facilities that will be required 
over the next 5 to 7 years. Before the end of this period, TVA will 
have to return to Congress with a request for new legislation increasing 
the amount of bonds which can be outstanding. This will furnish an 
occasion for an exhaustive review by Congress of the whole subject. 

Some opponents of H.R. 3460 proposed amendatory provisions 
which would have limited TVA’s use of bond proceeds and power 
revenues to the exact estimates contained in the annual budget sub- 
mitted to Congress as modified in appropriation bills. Amendments 
such as this are often described as making TVA subject to the Gov- 
ernment Corporation Control Act. In fact, they would have the 
contrary effect. With respect to TVA’s use of its power revenues, 
such amendments would actually change the existing provisions of 
the Government Corporation Control Act as quoted above; and with 
respect to the use of bond proceeds, such an amendment would subject 
TVA to a far more inflexible procedure than the Government Corpo- 
ration Control Act now makes applicable to other Government cor- 
porations authorized to issue bonds, even including those issuing bonds 
Grecby to the Treasury or bonds which are guaranteed by the United 

tates. 

Successful revenue bond financing will necessitate efficient manage- 
ment. To call on TVA to finance needed new capacity by this 
method, and at the same time deny it such essential management 
tools as the flexibility in the use of its revenues which it has had in the 
past, or the flexibility in the use of bond proceeds which the discharge 
of its responsibilities will require and which other corporations have 
at the present. time, would defeat the whole purpose of the bill, 


COORDINATION WITH TREASURY DEPARTMENT 


The committee believes that the Secretary of the Treasury has a 
legitimate interest in the timing of the issuance of TVA bonds, and 
that it would be advantageous both to the Treasury and to TVA to 
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provide for coordination of timing. The bill therefore contsins a 
rovision requiring TVA to advise the Secretary of the Treasur 
before issuing any bonds. Upon request of the Secretary, TVA will 
be required to defer issuance of the bonds for a period up to 45 days. 

In addition, the bill provides that if the Secretary of the Treasury 
makes any recommendations regarding the amounts, terms, maturities, 
or conditions of the bonds which are not agreeable to TVA, the bonds 
shall not be sold until such recommendations have been considered for 
30 days. The committee feels that this provides ample assurance that 
the Secretary’s views will be considered, while recognizing that the 
interplay of market conditions and TVA’s program needs must deter- 
mine the terms on which the bonds are sold. ‘The committee does not 
believe, for example, that the Secretary should—or can—control the 
interest rates on TVA bonds. ‘The interest rates will be fixed by the 
market. It is anticipated that TVA bonds will normally be sold by 
competitive bidding. If TVA expects to sell bonds, it must pay the 
interest rate which the market fixes. If the Secretary of the Treasury 
were given authority over the interest rates, he would be in position 
either to prevent the sale of bonds altogether by fixing rates too low 
to attract capital, or to impose an excess burden on power consumers 
by fixing interest rates higher than those required to sell the bonds. 
In either case he would be exercising control over TVA without 
assuming any responsibility for the results of TVA’s operations. 

The revenue bonds to be issued by TVA will not be the same kind 
of bonds as Treasury bonds. They will be sold in relatively small 
amounts, and can be expected to reach a different market. They 
will have no greater effect on the operations of the Treasury Depart- 
ment than the issuance of bonds in similar amounts by any publicly or 
privately owned power system, or indeed by any private corporation. 

The Government Corporation Control Act provides for Treasury 
control over issues of those Government corporations which sell bonds 
directly to the Treasury or bonds which are guaranteed by the United 
States, but wholly exempts from Treasury control unguaranteed 
issues of the Federal intermediate credit banks, Federal land banks, 
and central and regional banks for cooperatives (even though the 
issues of these corporations are backed by collateral, and hence not 
true revenue bonds). These agencies are mixed-ownership corpora- 
tions but the Federal intermediate credit banks were wholly owned 
by the Federal Government when the Control Act was passed and 
continued to be so owned until January 1, 1957; and they and the 
banks for cooperatives are largely owned by the Federal Government 
today. Their exemption from Treasury control was not based on 
mixed-ownership status, but on the fact that their bonds, like TVA’s, 
would not be guaranteed by the United States. 

By providing specifically for Treasury control over the timing of 
TVA issues, H.R. 3460 gives the Treasury more control over TVA 
bonds than it now has over the most comparable bond issues of other 
agencies. Any further control, in the committee’s judgment, would 
not only be unwarranted but would impair the purpose of the bill. 


PAYMENTS BY TVA ON ACCOUNT OF THE APPROPRIATION INVESTMENT 


Approximately $1,200 million of the total investment in the TVA 
power system has been supplied by arunepreinne and transfers of 
property from other agencies. The bill recognizes the position of the 
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Government as the owner of the Corporation, and provides for a 
return on that investment in the nature of a dividend equal to the 
Government’s current average cost of money. The Government is 
thus assured of a return equal to the current cost of the money 
invested in the past. In addition, there is provision for a payment of 
$10 million per year in reduction of the appropriation investment. 

These cash payments are substantially larger than those required 
under present law. They represent, of course, only a part of the 
actual earnings by the Government on its investment. Over the 
years TVA has earned enough to cover operating and maintenance 
expenses, including full straight-line depreciation, and to provide in 
addition an average return on the total investment of 4 percent. 
That part of the earnings which has not been paid into the Treasury 
has been reinvested in new power facilities. As a result, the TVA 
power system is today a Government asset of much greater value 
than the net amount of the appropriations invested. 

Some opponents of the bill have also suggested that TVA’s obliga- 
tion to make payments on account of the appropriation investment 
be placed on a parity with its obligation to Sendiaoidoe. This sug- 

tion disregards the fact that the Government is not a creditor of 

VA, but its owner and sole stockholder. Bondholders always have 
a claim prior to that of stockholders, but the stockholders own and 
control the corporation and share in the equity built up by earnings 
and the bondholders do not. While the Government, as owner, 1s 
thus in a basically different position from that of bondholders, it will 
be assured of receiving the payments provided for since the bill re- 
quires that TVA charge rates for power sufficient to provide for the 


specified payments as a return on, and in reduction of, the SEpeP Pain 
i 


tion investment, as well as payments on its bonds. The further 
protects the owner, the Government, as well as the lenders, the pur- 
chasers of TVA’s bonds, by a requirement that TVA reinvest all 
depreciation accruals, or use them to pay off bonds or to reduce the 
appropriation investment. 


AREA LIMITATION 


Spokesmen for a number of private power companies appeared 
before the committee to urge inclusion in the bill of a provision pro- 
hibiting the sale or delivery of power by TVA for use outside its 
service area as it existed on July 1, 1957. H.R. 3460, as introduced, 
defined an area beyond which power produced by TVA could not be 
distributed but claims were made that the limitation proposed would 
invite rather than restrict substantial expansion, although in fact it 
Froatly reduced the area of potential growth possible under the present 

ct. 

In spite of the fact that the area of TVA power operations has not 
been expanded since 1945, advocates of the limitation urged that a 
boundary should be fixed by law in order to relieve the private com- 
panies of the “threat” they profess to see in the authority of TVA to 
expand its operations. The committee accepted the provision 
requested, as a substitute for the limitation included in H.R. 3460 as 
introduced, the new provision reading as follows: 


Unless otherwise specifically authorized by act of Congress 
existing and subsequently built, leased or acquired power 
facilities of the Corporation shall not be used for the sale or 
delivery of power for use outside the service area of the Cor- 
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poration as it existed on July 1, 1957, except when economi- 
cally feasible for exchange power arrangements with other 
utility systems with which the Corporation had such arrange- 
ments on said date. 


To this amendatory provision the committee added language making 
clear that it is not intended to prevent TVA from continuing service 
to two communities which it began serving after July 1, 1957. The 
committee also provided expressly that the provision should not 
prevent TVA from supplying power to six communities which advised 
the committee directly, or through their representatives, that they 
had already taken steps to qualify themselves to receive power from 
TVA. A further amendatory provision permits TVA to transmit 
power to the Department of Defense or any agency thereof on certifi- 
cation by the President that an emergency need for such power exists, 


DeETAILED EXPLANATION AND JUSTIFICATION BY SECTION OF 
H.R. 3460, Wirn Proposep CommitrEnE AMENDMENTS 


Section 1, repealer clause 


The repealer clause deletes the last three paragraphs of the TVA 
item in title II of the Government Corporations Appropriation Act, 
1948. New provisions are substituted. The first two of the deleted 

aragraphs contain the present 40-year payment plan, under which 

VA is required to pay into the Treasury within 40 years after a power 
facility goes into operation an amount equal to the appropriated funds 
invested in such facility. The committee considers section 15d(e) 
of the bill an improvement over these provisions of the 1948 act. 
Section 15d(e), described more fully below, requires TVA to make two 
types of payments to the Treasury, The first is an annual return on 
the appropriation investment which, on the basis of the Treasury’s 
current cost of money, will be larger than the yearly amount necessary 
to amortize the cost of power facilities within 40 years, assuming 
(although the law does not require) such amortization to be effected 
through payment of one-fortieth of the cost each year. This return 
will be in. the nature. of. an annual.dividend. .Payments as such.a 
return will not reduce the appropriation investment, and will continue 
to be made as long as there is an appropriation investment in the 
TVA power system. Such payments will insure that the Treasury 
will have no earrying charge on this investment since TVA’s annual 
payments on it as a return will always be equal to the Treasury’s 
current interest costs. The second payment required under the bill is 
a reduction of not less than $10 million per year in the appropriation 
investment. 

The third of the repealed paragraphs prohibits use of power revenues 
to begin construction of a new power-producing project, as distin- 
guished from the addition of new units at existing plants, without 
prior congressional approval. This limitation may have been desir- 
able when TVA was dependent primarily on appropriations, and 
commencement of construction of a new project from revenues might 
have tended to commit Congress to make whatever future appro- 
oo were necessary to complete the project. The provision 

ecomes unnecessary when TVA is in position to complete its projects 
with money borrowed in the open market on the sole security of its 
own power revenues. Nevertheless, the bill contains a provision 
described below which requires that Congress be notified of any plans 
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for the construction of a new power producing project in time to 
disapprove it if it wishes to do so. 

Section 1 also provides for inserting in the Tennessee Valley Author- 
7 Act a new section 15d comprising subsections (a) through (h). 
These subsections are described separately below. 


Subsection (a) 

This subsection authorizes FVA to issue and sell bonds, notes, and 
other evidences of indebtedness in an amount not exceeding $750 
million outstanding at any one time to assist in financing its power 
ne eee and to refund such bonds. The bonds are to be revenue 

onds, with interest and principal payable solely from “net power 
proceeds” (the term “net power proceeds” being defined to include 
net income plus the depreciation accrual and the proceeds from the 
disposition of any power facility). Customary provisions authorizing 
TVA to enter into covenants with bondholders and trustees necessary 
to secure the bonds are also included. 

TVA is authorized to use the proceeds of bonds for the construction, 
acquisition, enlargement, improvement, or replacement of any gen- 
erating or transmission facility, including that part of a multipurpose 
structure used or to be used for power generation. The bill provides, 
however, that except with the approval of the President during a 
period of national‘defense emergency hereafter declared, neither bond 
proceeds nor power revenues shall be used to initiate the construction 
of an additional power producing project until (1) the Corporation 
notifies the President and the Congress of its plan to construct such 
additional project, and (2) following such notification, a period of 90 
days while Congress is in a single session elapses without the passage 
of a concurrent resolution disapproving such construction. The 
proceeds from the bonds will also be available for any expenditures 
required in connection with the lease, lease-purchase, or contract to 
purchase the power output of any such facility, and for incidental 
purposes. 

This subsection also provides that, unless otherwise specifically 
authorized by act of Congress, existing or subsequently built, leased, 
or acquired TVA power facilities shall not be used for the sale or de- 
livery of power outside the service area of the Corporation as it ex- 
isted on July 1, 1957, except when economically feasible for exchange 
power arrangements with other utility systems with which TVA had 
such arrangements on July 1, 1957.. The subsection further provides 
that nothing contained therein shall prevent continued service to 
Dyersburg and Covington, Tenn., which TVA began supplying 
after July 1, 1957; service to Paducah, Princeton, and Glasgow, Ky., 
Chickamauga and Ringgold, Ga., and South Fulton, Tenn.; and 
transmission of power to the Department of Defense on certification 
by the President that an emergency defense need for such power exists. 


Subsection (b) 

This subsection makes clear that bonds issued by TVA will not be 
obligations of or guaranteed by the United States but will be secured 
as to both principal and interest solely by TVA’s power revenues. 
Since the bonds will not be obligations of or guaranteed by the 
United States and will neither be subject to the statutory debt ceiling 
nor affect the financing of the tax-supported budget, it follows that 
they should not be edad in the computations from which the sur- 


plus or deficit in the tax-supported budget is derived. Accordingly, 
this section provides that bonds, and proceeds from issuance of bonds 
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and from power operations, shall not be included in determining 
budgetary surpluses, or deficits, except in respect. to the payments 
budgeted by TVA as a return on, and in reduction of, the appropria- 
tion investment. The extent to which bonds should be issued will 
thus:be determined by the need for additional facilities rather than 
by the state of balance or unbalance of the ‘tax-supported: budget. 
The bonds and bond proceeds will be reflected in the budget as trust 
funds in the same way as similar funds which are unrelated to tax 
or public debt requirements. 

This subsection also provides that bond proceeds shall not be sub- 
ject to the apportionment procedure set out in title 31, United States 
Code, section 665. The purpose of the apportionment statute is to 
make sure that funds appropriated or otherwise made availabe by 
Congress will not be used up during the early part of a fiscal year so 
as to necessitate a deficiency appropriation. This is done by appor- 
tioning the amounts of funds that can be expended according to quar- 
ters or some other portions of a fiscal year. Expenditure of TVA 
bond proceeds and power revenues will not require a deficiency appro- 
pristion, since whatever additional funds are needed will be obtained 

y issuance of more revenue bonds. TVA bond proceeds and rev- 
enues must be expended as required by construction schedules and 
operating needs rather than on the basis of an arbitrary decision to 
divide such expenditures according to particular periods. 


Subsection (c) 

This subsection authorizes TVA to determine the terms, provisions, 
denominations, interest rates, and method of sale of the Giikide: It 
also permits TVA to obtain audits by certified public accounting firms. 
Such private audits are needed in the issuance of revenue bonds to 
private investors. However, TVA will continue to be subject to the 
regular GAO. audits. Pending the use of bond proceeds for construc- 
tion purposes, TVA is authorized to invest the proceeds, as well as 
other funds pertaining to its power program, in any securities approved 
for investment of national bank funds and to deposit such proceeds 
in any bank having membership in the Federal Reserve System. 

This subsection also provides that before issuing any bonds TVA 
shall advise the Secretary of the Treasury as to the prospective 
amounts, terms, and date of sale; that on request of the Secretary 
within 15 days after receiving such advice, TVA shall defer the sale 
for a period not in excess of 45 days; and ‘that if the Secretary recom- 
mends changes in the amounts, terms, maturities, or conditions of the 
bonds, TVA shall not sell the bonds until an additional 30 days have 
been given to consideration of such recommendations unless they 
have been sooner agreed upon. The Secretary of the Treasury may 
thus delay a projected sale of bonds for a period during which he will 
have opportunity to review TVA’s plans for the sale and to consult 
with TVA concerning any changes he may wish to suggest. 

This subsection also provides that each annual report of the TVA 
Board filed pursuant to section 9 of the TVA Act shall contain a 
detailed statement of the operations of the new section 15(d) for the 
preceding year. 

Subsection (d) 
This subsection makes the bonds lawful investments for fiduciary, 


trust, and public funds operated or conducted by Federal officers or 
agencies. The bonds are not exempted from Federal income taxes. 
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They will be subject to the customary exemption from State or local 
taxes other than estate, inheritance, and gift taxes. 


Subsection (e) 


This subsection requires TVA to pay a return to the Treasury each 
year on the power. investment financed from appropriations. The 
amount of the payment for any year will be determined by applying 
to the appropriation investment the computed average interest rate 
Soe y the Treasury on its total marketable obligations as of the 

eginning of the fiscal year in which the payment is made. This 
subsection also requires payment by TVA to the Treasury of not less 
than $10 million per year in reduction of the appropriation investment, 
In the event of drought or other factors beyond the control of the 
Corporation, payments may be deferred for not more than 2 years. 


Subsection (f) 


This subsection sets forth the basis on which TVA shall determine 
its rates for the sale of power. TVA is required to charge rates which 
will cover all operating expenses, payments in lieu of taxes, debt service 
on outstanding bonds, all the payments to the Treasury required by 
the bill, and such additional margin as the Board may consider 
desirable, having due regard for the primary objectives of the act, 
including the objective of making power available at rates as low as 
are feasible. As a protection both to the bondholders and to the 
Government’s investment in the TVA power system, TVA is required 
in each 5-year period to use for bond redemption or in reduction of the 
appropriation investment or for reinvestment in power assets, at least 
the amount of the depreciation accruals plus the net proceeds from 


any disposition of power facilities in said period. 
Subsection (9) 


This subsection is intended to facilitate the making of lease and 
lease-purchase agreements. It eliminates the possibility of duplica- 
tion of tax and in lieu tax Saute on the same power facility; au- 

a 


thorizes TVA to convey real property required in connection with the 
construction.of a generating plant-or-other. facility under such a lease- 
purchase transaction; and clarifies TVA’s authority to perform en- 
gineering and other services in connection with such a transaction. 


Subsection (h) 


This subsection affirms the intent of Congress that the new section 
of the act is to be construed as an aid in the achievement of the over- 
all objectives of the Tennessee Valley Authority Act. 


Section 2 

This section amends existing law to make it possible for national 
banks to buy or underwrite TVA bonds on a basis similar to that now 
in effect as to eligible bonds of the International Bank for Reconstruc- 
tion and Development. 


CHANGES IN Existinc Law 


In compliance with clause 3 of rule XIII of the Rules of the House 
of Representatives, changes in existing law made by the bill, as 
introduced, are shown as follows (existing law proposed to be omitted 
is enclosed in black brackets, new matter is printed in italic, existing 
law in which no change is proposed is shown in roman); 
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Matter Appearing Under the Subtitle “Independent Agencies and 
Corporations” in Title II of the Government Corporations Appro- 
priation Act, 1948 (61 Stat. 576-577) 


TITLE I 


The following corporations and agencies, respectively, are hereby 
authorized to make such expenditures, within the limits of funds and 
borrowing authority available to each such corporation or agency and 

in accord with law, and to make such contracts and commitments with- 
out regard to fiscal year limitations as provided by section 104 of 
the Government Corporation Control Act, as may be necessary in 
carrying out the programs set forth in the Budget for the fiscal year 
1948 for each such corporation or agency, except as hereinafter 
provided: 


INDEPENDENT AGENCIES AND CORPORATIONS 


Export-Import Bank of Washington: Not to exceed $800,000 (to be 
on an accrual basis) of the funds of the Export-Import Bank of Wash- 
ington shall be available during the fiscal year 1948 for all administra- 
tive expenses of the Bank, including not to exceed $100 for periodicals, 
$200 for newspapers, and $200 for maps; health service program as 
authorized by the Act of August 8, 1916 (Public Law 658), and not 
to exceed $24,000 for temporary services, as authorized by section 15 
of the Act of August 2, 1946 (Public Law 600): Provided further, 
That necessary expenses (including special services performed on a 
contract or fee basis, but not including other personal services) in con- 
nection with the acquisition, operation, maintenance, improvement, or 
disposition of any real or personal property belong to the Bank or in 
which it has an interest, including expenses of collections of pledged 
collateral, or the investigation or appraisal of any property in respect 
to which an application for a loan has been made, shall be considered 
as nonadministrative expenses for the purposes hereof. 

Panama Railroad Company: Not to exceed $750,000 (to be com- 
uted on an accrual basis) of the funds of the Company shall be availa- 
le during the fiscal year 1948 for its administrative expenses, including 

administrative services performed for the Company by other Gov- 
ernment agencies, which shall be determined in accordance with the 
Company’s prescribed accounting system in effect on July 1, 1946, 
and shall be exclusive of depreciation, payment of claims, contributions 
to employees retirement system, expenditures which the Company’s 
prescribed accounting system requires to be capitalized or charged 
to cost of commodities acquired, and expenses in connection with 
acquisition, construction, operation, maintenance, improvement, pro- 
tection, and disposition of facilities and other property belonging to 
the company or in which it has an interest. 

Tennessee Valley Associated Cooperatives, Inc.: Not to exceed $2,500 
shall be available for administrative expenses related to liquidation: 
Provided, That appropriate steps shall be taken to secure the final 
dissolution and liquidation of the Corporation at the earliest practi- 
cable date and such dissolution and liquidation shall be under tie 
supervision and direction of the Secretary of the Treasury. 

[Tennessee Valley Authority: Not later than June 30, 1948, and 
not later than June 30 of each calendar year thereafter, until a total 


59012°—59 H. Rept., 86-1, vol. 2 27 
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of $348,239,240 has been paid as herein provided, the board of directors 
of the Tennessee Valley Authority shall pay from net-income derived 
the immediately preceding fiscal yéar from power operations (such 
net income to be determined by deducting power operating expens 
allocated common expense, and interest on funded debt from tota 
— operating revenues) not less than $2,500,000 of its outstanding 

nded indebtedness to the Treasury of the United States exclusive 
of interest, and such a portion of the remainder of such net income 
into the Treasury of the United States as miscellaneous receipts as 
will, in the ten-year period ending June 30, 1958, and in each succeed- 
ing ten-year period until the aforesaid total of $348,239,240 shall have 
been paid, equal not less than a total of $87,059,810, including payment 
of bonded indebtedness exclusive of interest on such bonded indebted- 
ness. Total payments of not less than $10,500,000 shall be made not 
later than June 30, 1948. 


{Amounts equal to the total of all appropriations herein and here- 
after made to the Tennessee Valley Authority for power facilities 
shall be paid by the board of directors thereof, in addition to the total 
of $348,239,240 specified in the foregoing paragraph, to the Treasury 
of the United States as miscellaneous receipts, such payments to be 
amortized over a period of not to exceed forty years after the year in 
which such facilities go into operation. 

[None of the power revenues of the Tennessee Valley Authority shall 
be used for the construction of new power producing projects (except 
for replacement purposes) unless and until approved by -Act of 
Congress. ] ' 


Tennessee Valley Authority Act (48 Stat. 58 (May 18, 1933), as 
Amended by 49 Stat. 1075 (August 31, 1935), 53 Stat. 1083 (July 26, 
1939), 54 Stat. 611 (June 26, 1940), 55 Stat. 599 (July 18, 1941), 
55 Stat. 775 (November 21, 1941), 66 Stat. 330 (July 3, 1952), 66 
Stat. 591 (July 12, 1Y¥52), ana 68 Stat. 968 (August 30, 1954), 16 
U.S. C. secs. 831-831e, 831d, 831h-1, 831i-831dd) 


AN ACT To improve the navigability and to provide for the flood control of the 
‘Teunessee River; to provide for reforestation and the proper use of marginal 
lands in the Tennessee Valley; to provide for the agricultural and industrial 
development of said valley; to provide for the national defense by the creation 
of a corporation for the operation of Government properties at and near Muscle 
Shoals in the State of Alabama, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That for the purpose‘of 
maintaining and operating the properties now owned by the United 
States in the vicinity of Muscle Shoals, Alabama, in the interest of the 
national defense and for agricultural and industrial development, and 
to improve navigation in the Tennessee River and to control the 
destructive flood waters in the Tennessee River and Mississippi River 
Basins, there is hereby created a body corporate by the name of the 
“Tennessee Valley Authority” (hercinafter referred to as the ‘“Corpo- 
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ration”). The board of directors first appointed shall be deemed the 
incorporators, and the incorporation shall be held to have been effected 
from the date of the tirst meeting of the board. This Act may be cited 
as the “Tennessee Valley Authority Act of 1933.” 

Sec. 2. (a) The board of directors of the Corporation (hereinafter 
referred to as the “‘board’’) shall be composed of three members, to 
be appointed by the President, by and with the advice and consent 
of the Senate. In appointing the members of the board, the Presi- 
dent shall designate the chairman. All other officials, agents, and 
employees shall be designated and selected by the board. 

»(b) The terms of office of the members first taking office after the 
approval of this Act shall expire as designated by the President at 
the time of nomination, one at the end of the third year, one at the 
end of the sixth year, and one at the end of the ninth year, after 
the date of approval of this Act. A successor to a member of the 
board shall be appointed in the same manner as the original members 
and shall have a term of office expiring nine years from the date of 
the expiration of the term for which his predecessor was appointed. 

(c) Any member appointed to fill a vacancy in the board occurring 
prior to the expiration of the term for which his predecessor was 
appointed shall be appointed for the remainder of such term. 

(d) . Vacancies in the board so long as there shall be two members 
in office shall not impair the powers of the board to execute the 
functions of the Corporation, and two of the members in office shall 
constitute a quorum for the transaction of the business of the board. 

(e) Each of the members of the board shall be a citizen of the 
United States, and shall receive a salary at the rate of $10,000* a 
year, to be paid by the Corporation as current expenses. Each mem- 

er of the board, in addition to his salary, shall be permitted to oc- 
cupy as his residence one of the dwelling houses owned by the Gov-' 
ernment in the vicinity of Muscle Shoals, Alabama, the same to 
be designated by the President of the United States. Members of the 
board shall be reimbursed by the Corporation for actual expenses 
(including traveling and subsistence expenses) incurred by them in 
the performance of the duties vested in the board by this Act. No 
member of said board shall, during his continuance in office, be cn- 
gaged in any other business, but each member shall devote himself 
to the work of the Corporation. 

(f) No director shall have financial interest in any public-utility 
corporation engaged in the business of distributing and selling power 
to the public. nor in any corporation engaged in the manufacture, 
selling, or distribution of fixed nitrogen or fertilizer, or any ingredi- 
ents thereof, nor shall any member have any interest in any business 
that may be adversely affected by the success of the Corporation as 
& producer of concentrated fertilizers or as a producer of electric 
power. é 

g) The board shall direct the exercise of all the powers of the 
Corporation. 

(h) All members of the board shall be persons who profess a belief 
in the feasibility and wisdom of this Act. 

Sec. 3. The board shall without regard to the provisions of Civil 
Service laws applicable to officers and employees of the United States, 


*Note.—Salaries of the Chairman and members of the Board of Directors were increased to $20,500 
and $20,000, respectively (5 U.S.C. 2204(19); 2205(45)). 
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appoint such managers, assistant managers, officers, employees, at- 
torneys, and agents, as are necessary for the transaction of its business, 
fix their compensation, define their duties, require bonds of such of 
them as the board may designate, and provide a system of organiza- 
tion to fix responsibility and promote efficiency. Any appointee of 
the board may be removed in the discretion of the board. No regular 
officer or employee of the Corporation shall receive a salary in excess 
of that received by the members of the board. 

All contracts to which the Corporation is a party and which require 
the employment of laborers and mechanics in the construction, al- 
teration, maintenance, or repair of buildings, dams, locks, or other 
projects shall contain a provison that not less than the prevailing 
rate of wages for work of a similar nature prevailing in the vicinity 
shall be paid to such laborers or mechanics, 

In the event any dispute arises as to what are the prevailing rates 
of wages, the question shall be referred to the Secretary of Labor for 
determination, and his decision shall be final. In the determination 
of such prevailing rate or rates, due regard shall be given to those 
rates which have been secured through collective agreement by repre- 
sentatives of employers and employees. 

Where such work as is described in the two preceding paragraphs 
is done directly by the Corporation the prevailing rate of wages shall 
be paid in the same manner as though such work had been let by 
contract. 

Insofar as applicable, the benefits of the Act entitled “An Act to 
provide compensation for employees of the United States suffering 
injuries while in the performance of their duties, and for other pur- 
poses,” approved September 7, 1916, as amended, shall extend to 
persons given employment under the provisions of this Act. 

Sec. 4. Except as otherwise specifically provided in this Act, the 
Corporation— 

(a) Shall have succession in its corporate name. 

(b) May sue and be sued in its corporate name. 

(c) May adopt and use a corporate seal, which shall be judicially 
noticed. 

(d) May make contracts, as herein authorized. 

(e) May adopt, amend, and repeal bylaws. 

(f) May purchase or lease and hold such rea! and personal property 
as it deems necessary or convenient in the transaction of its business, 
and may dispose of any such personal property held by it. 

The board shall select a treasurer and as many assistant treasurers 
as it deems proper, which treasurer and assistant treasurers shall 
give such bonds for the safekeeping of the securities and moneys ot 
the said Corporation as the board may require: Provided, That any 
member of said board may be removed from office at any time by a 
concurrent resolution of the Senate and the House of Representatives. 

(g) Shall have such powers as may be necessary or appropriate 
for the exercise of the powers herein specifically conferred upon the 
Corporation. 

(h) Shall have power in the name of the United States of America 
to exercise the right of eminent domain, and in the purchase of any 
real estate or the acquisition of real estate by condemnation proceed- 
ings, the title to such real estate shall be taken in the name of the 
United States of America, and thereupon all such real estate shall 
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be entrusted to the Corporation as the agent of the United States to 
accomplish the purposes of this Act. 

(i) Shall have power to acquire real estate for the construction of 
‘dams, reservoirs, transmission lines, power houses, and other struc- 
tures, and navigation projects at any point along the Tennessee River, 
or any of its tributaries, and in the event that the owner or owners of 
such property shall fail and refuse to sell to the Corporation at a price 
deemed fair and reasonable by the board, then the Corporation may 
proceed to exercise the right of eminent domain, and to condemn all 
property that it deems necessary for carrying out the purposes of this 
Act, and all such condemnation proceedings shall be had pursuant to 
the provisions and requirements hereinafter specified, with reference 
to any and all condemnation proceedings: Provided, That nothing 
contained herein or elsewhere in this Act shall be construed to deprive 
the Corporation of the rights conferred by the Act of February 26, 
1931 (46 Stat. 1422, ch. 307, secs. 1 to 5, inclusive), as now compiled 
in section 258a to 25Se, inclusive, of Title 40 of the United States 
Code. 

(j) Shall have power to construct such dams, and reservoirs, in the 
Tennessee River and its tributaries, as in conjunction with Wilson 
Dam, and Norris, Wheeler, and Pickwick Landmg Dams, now under 
construction, will provide a nine-foot channel in the said river and 
maintain a water supply for the same, from Knoxville to its mouth, 
and will best serve to promote navigation on the Tennessee River and 
jts tributaries and control destructive flood waters in the Tennessee 
and Mississippi River drainage basins; and shall have power to acquire 
or construct power houses, power structures, transmission lines, navi- 
gation projects, and incidental works in the Tennessee River and its 
tributaries, and to unite the various power installations into one or 
more systems by transmission lines. The directors of the Authority 
are hereby directed to report to Congress their recommendations not 
later than April 1, 1936, for the unified development of the Tennessee 
River system. 

(k) Shall have power in the nante of the United States— 

(a) to convey by deed, lease, or otherwise, any real property in 
the possession of or under the control of the Corporation to any 
person or persons, for the purpose of recreation or use as @ summer 
residence, or for the operation on such premises of pleasure resorts 
for boating, fishing, bathing, or any similar purpose; 

(6) to convey by deed, lease, or otherwise, the possession and 
control of any such real property to any corporation, partnership, 
— or persons for the purpose of erecting thereon docks and 

uildings for shipping purposes or the manufacture or storage 
thereon of products for the purpose of trading or shipping m 
transportation: Provided, That no transfer authorized herein in 
(b) shall be made without the approval of Congress: And provided 
Surther, That said Corporation, without further action of Congress, 
shsll have power to convey by deed, lease, or otherwise, to the 
Ingalls Shipbuilding Corporation, a tract or tracts of land at 
or near Decatur, Alabama, and to the Commercial Barge Liner, 
Inc., a tract or tracts of land at or near Guntersville, Alabama; 

(c) to transfer any part of the possession and control of the real 
estate now in possession of and under the control of said Corpora- 
tion to any other department, agency, or instrumentality of ‘the 
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United States: Provided, however, That no land shall be conveyed, 
leased, or transferred, upon which there is located any permanent 
dam, hydroelectric power plant, or munitions plant heretofore or 
hereafter built by or for the United States or for the Authority, 
except that this prohibition shall not apply to the transfer of 
Nitrate Plant Numbered 1, at Muscle Shoals, Alabama, or to 
Waco Quarry: And provided further, That no transfer authorized 
herein in (a) or (c), except leases for terms of less than twenty 
vears, shall be made without the approval of the President of the 
United States, if the property to be conveyed exceeds $500 in 
value; and 

(d) to convey by warranty deed, or otherwise, lands, easements, 
and rights of way to States, counties, municipalities, school dis- 
tricts, railroad companies, telephone, telegraph, water and power 
companies, where any such conveyance is necessary in order to re- 
place any such lands, easements, or rights-of-way to be flooded or 
destroyed as the result of the construction of any dam or reservoir 
now under construction by the Corporation, or subsequently au- 
thorized by Congress, and easements and rights of way upon which 
are located transmission or distribution lines. The Corporation 
shall also have power to convey or lease Nitrate Plant Numbered 

1, at Muscle Shoals, Alabama, and Waco Quarry, with the 

‘approval of the War Department* and the President. 

(1) Shall have power to advise and cooperate in the readjustment 
of the population displaced by the construction of dams, the acquisi- 
tion of reservoir areas, the protection of watersheds, the acquisition 
of rights of way, and other necessary acquisitions of land, in order to 
effectuate the purposes of the Act; and may cooperate with Federal, 
State, and local agencies to that end. 

Sec. 5. (2) To contract with commercial producers for the pro- 
duction of such fertilizers or fertilizer materials as may be needed in 
the Government’s program of development and introduction in 
excess of that produced by Government plants. Such contracts 
may provide either for outright purchase of materials by the board 
or only for the payment of carrying charges on special materials 
manufactured at the board’s request for its program. 

' (b) To arrange with farmers and farm organizations for large- 
scale practical use of the new forms of fertilizers under conditions 
permitting an accurate measure of the economic return they produce. 

(c) To cooperate with National, State, district, or county experi- 
mental stations or demonstration farms, with farmers, landowners, 
and association of farmers or landowners, for the use of new forms 
of fertilizer or fertilizer practices during the initial or experimental 
period of their introduction, and for promoting the prevention of 
soil erosion by the use of fertilizers and otherwise. 

(d) The board in order to improve and cheapen the production of 
fertilizer is authorized to manufocture and sell fixed nitrogen, fer- 
tilizer, and fertilizer ingredients at Muscle Shoals by the employment 
of existing facilities, by modernizing existing plants, or by any other 
process or processes that in its judgment shall appear wise and profit- 
able for the fixation of atmospheric nitrogen or the cheapening of the 
production of fertilizer. 

*Norr.—Sec. 205(b) of the National Security Act of 1947, as amended, changed the name of the War 


Department to the “Department of the Army.” All other references in this act to “War Department” 
should be read as ‘‘Department of the Army.” 
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(e) Under the authority of this Act the board may make donations 
or sales of the product of the plant or plants operated by it to be 
fairly and equitably distributed through the agency of county demon- 
stration agents, agricultural colleges, or otherwise as the board may 
direct, for experimentation, education, and introduction of the use 
of sich products in cooperation with practical farmers so as to obtain 
information as to the value, effect, and best methods of their use. 

‘ <f) The board is authorized to make alterations, modifications, 
or improvements in existing plants and facilities, and to construct 
new plants. 

(g) In the event it is not used for the fixation of nitrogen for agri- 
cultural purposes or leased, then the board shall maintain in standby 
condition nitrate plant numbered 2, or its equivalent, for the fix- 
‘ation of atmospheric nitrogen, for the production of explosives in 
the event of war or a national emergency, until the Congress shall by 
joint resolution release the board from this obligation, and if any part 
thereof be used by the board fo: the manufacture of phosphoric acid or 
potash, the balance of nitrate plant numbered 2 shall be kept in 
standby condition. 

(h) To establish, maintain, and operate laboratories and experi- 
mental plants, and to undertake experiments for the purpose of en- 
abling the Corporation to furnish nitrogen products for military pur- 
poses, and nitrogen and other fertilizer products for agricultural 
purposes in the most economical manner and at the highest standard 
of efficiency. 

(i) To request the assistance and advice of any officer, agent, or 
employee of any executive department or of any independent office 
of. the United States, to enable the Corporation the better to carry 
out its power successfully, and as far as practicable shall utilize the 
services of such officers, agents, and employees, and the President 
shall, if in his opinion, the public interest, service, or economy so 
require, direct that such assistance, advice, and service be rendered 
to the Corporation, and any individual that may be by the President 
directed to render such assistance, advice, and service shall be there- 
after subject to the orders, rules, and regulations of the board: Pro- 
vided, That any invention or discovery made by virtue of and inci- 
dental to such service by an employee of the Government of the 
United States serving under this section, or by any employee of 
the Corporation, together with any patents which may be granted 
thereon, shall be the sole and exclusive property of the Corporation 
which is hereby authorized to grant such licenses thereunder as shall 
be authorized by the board: Provided further, That the board may 
pay to such inventor such sum from the income from sale of license 
as it may deem proper. 3 

(j) Upon the requisition of the Secretary of War* or the Secretary 
of the Navy to manufacture for and sell at cost to the United States 
explosives or their nitrogenous content. 

(k) Upon the requisition of the Secretary of War the Corporation 
shall allot and deliver without charge to the War Department so much 
power as shall be necessary in the judgment of said Department for 
use in operation of all locks, lifts, or other facilities in aid of navigation. 

(1) To produce, distribute, and sell electric power, as herein particu- 
larly specified. 

(m) No products of the Corporation shall be sold for use outside 
of the United States, its Territories and possessions, except to the 


*NorTe.—Sec, 205(a) of the National Security Act of 1947 changed the title of “Secretary of War” to 
“Secretary of the Army.” All other references in this Act to “Secret: of War” sh k read 
“Secretary of the Army.” ~ oe ” 
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United States Government for the use of its Army and Navy, or to 
its allies in case of war or, until six months after the termination of the 
national emergency proclaimed by the President on December 16, 
1950, or until such earlier date or dates as the Congress by concurrent 
resolution or the President may provide but in no event after April 1: 
1953, to nations associated with the United States in defense activities. 

(n) The President is authorized, within twelve months after the; 
passage of this Act, to lease to any responsible farm organization or 
to any corporation organized by it nitrate plant numbered 2 and 
Waco Quarry, together with the railroad connecting said quarry: 
with nitrate plant numbered 2, for a term not exceeding fifty years 
at a rental of not less than $1 per year, but such authority shall be 
subject to the express condition that the lessee shall use said property: 
during the term of said lease exclusively for the manufacture of fer-. 
tilizer. and fertilizer ingredients to be used only in the manufacture. 
of fertilizer by said lessee and sold for use as fertilizer. The said 
lessee-shall- covenant to keep said property in first-class bee 


but the lessee shall be authorized to modernize said plant numbére 
2 by the installation of such machinery as may be necessary, and 
is authorized to amortize the cost of said machinery and improve- 
ments over the term of said lease or any part thereof. Said lease 
shall also provide that the board shall sell to the lessee power for 
the operation of said plant at the same schedule of prices that it 
charges all other customers for power of the same class and quantity. 
Said lease shall also provide that, if the said lessee does not desire to 
buy power of the publicly owned plant, it shall have the right to pur- 
chase its power for the operation of said plant of the Alabama Power 
COmBnay OF any other publicly or privately owned corporation en- 
gaged in the generation and sale of electric power, and in such case 
the lease shall provide further that the said lessee shall have a free 
right of way to build a transmission line over Government property 
to said plant paying the actual expenses and damages, if any, incurred. 
by. the ration on account of such line. Said lease shall also pro- 
vide..that the said lessee shall covenant that during the term of said 
Tease the said lessee shall not enter into any iliegal monopoly, combina-- 
tion, or trust with any privately owned corporation engaged in the 
manufacture, production, and sale of fertilizer with the object or effect 
of increasing the price of fertilizer to the farmer. ¢ 

“. Sec. 6. In the appointment of officials and the selection of employees 
for said Corporation, and in the promotion of any such employees or 
Officials,-nio political test or qualification shall be.permitted or given, 
consideration, but all such appointments and promotions shall be 
given and made on the basis of merit and efficiency. Any member of 
said board who is found by the President of the United States to be 
guilty of a violation of this section shall be removed from office by 
the President o: the United States, and any appointee of said board 
who is found by thé: board to be guilty of-a violation of this section 
shall be removed from office by said board. 

. Sxc.'7. In order ‘to enable the:Corporation to exercise the powers 
and duties vested in it by this Act— 

(a) The exclusive :use, possession, and control of the United States 
nitrate plants-numbered 1 and 2, including steam plants, located, 
respectively, at Sheffield, Alabama, and Muscle Shoals, Alabama, to- 
gether with all-real estate and buildings connected therewith, all tools 
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and machinery, equipment, accessories, and materials belonging 
thereto, and all laboratories and plants used as auxiliaries thereto; 
the fixed-nitrogen research laboratory,.the Waco: limestone quarry, 
in Alabama, and Dam ‘Numbered 2, located at Muscle-Shoals, its 
power house, and all hydroelectric and operating appurtenances (ex~ 
cept. the locks), and all machinery, lands, and buildings in connection 
therewith, and all appurtenances thereof, and all other property to 
be acquired by the Corporation in its own name or in the name of the 
United States of America, are hereby entrusted to the Corporation 
for the purposes of.this Act. . 

(b) The President of the United States is authorized to provide 
for the transfer to the Corporation of the use, possession, and control 
of such other ‘real or personal property of the United States as he 
may from time.to time deem necessary and proper for the purposes 
of the Corporation as herein stated. 

+Sxc. 8. (a): The Corporation shall maintain its principal .office in 
the immediate vicinity of Muscle Shoals, Alabama. The Corporation 
shall be held to be an inhabitant and resident of the northern judicial 
district of Alabama within the meaning of the laws of the United 
States relating to the venue of civil suits. 

(b) The Corporation shall at all times maintain complete and ac+ 
curate books of accounts.. 

(c) Each member of the board, before entering upon the duties of 
his office; shall subscribe to an oath (or affirmation) to support the 
Constitution of the United States and to faithfully and impartially 
perform the duties imposed i him by this Act. 

‘ Sec. 9. (a) The board shall file with the President and with the 
Congress, in December of each year, a financial statement and a com- 
plete report as to the business of the Corporation covering the pre- 
ceding governmental fiscal year. This report shail mclude an item- 
ized statement of the cost of power at each power station, the total 
number of employees and the names, salaries, and duties of those re- 
ceiving compensation at the rate of more than $1,500 a year. 
. (b) All purchases and contfacts for supplies or services, except for 
personal services, made by the Corporation, shall be made after adver- 
tising, in such manner and at such times sufficiently in advance of 
opening bids, as the board shall determine to be adequate to, insure 
notice and opportunity for corhpetition: Provided, That advertise- 
ment shall not oe required when, (1) an emergency requires immediate’ 
delivery of the eiptlids or. performance of the services; or (2) repair 
parts, accessories, supplemental equipment, or services are required 
for supplies or services previously furnished or contracted for; or 
43) the aggregate amount involved in any purchase of supplies or 
procurement of services does not exceed $500; in which cases such 
purchases of supplies or procurement of services may be made in tha 
open market in -he manner common among businessmen: Provided 
further, That in comparing bids and in making awards the board 
may consider such factors as relative quality and adaptability of 
supplies or services, the bidder’s financial responsibility, skill, experi- 
ence, record of integrity in dealing, ability to furnish repairs and 
maintenance services, the time of delivery or performance offered, and 
whether the bidder has complied with the specifications. : 

. The Compiroller General of the United States shall audit the trans- 
actions of the Corporation at such times as lie shall determine, but not 
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less frequently than once each governmental fiscal year, with’ per- 
sonnel of his selection. In such:connection he and his representatives 
shall have free and open access to all i. books, records, files, ac- 
counts, plants, warehouses, offices, and all other things, property, and, 
places belonging to or under the control of or used or employed: b 
the Corporation, and shall be afforded full facilities for counting all 
cash and verifying transactions with and balances in depositories. 
He shall make report of each such audit in quadruplicate, one copy 
for the President of the United States, one for the chairman of the 
board, one for public inspection at the principal office of the Corpora- 
tion, and the other to be retained by him for the uses of the Congress: 
Provided, That such report’ shall not be made until the Corporation: 
shall have had reasonable opportunity to examine the exceptions and 
criticisms of the Comptroller General or the General Accounting Of- 
fice, to point out errors therein, explain or answer the same, and to. 
file a statement which shall be submitted by the Comptroller General 
with his report. The expenses for each such audit shall be paid from 
any appropriation or appropriations.for the General Accounting :Of- 
fice, and such part of such expenses as may be allocated to-the cost:of 
generating, transmitting, and distributing electric energy shallbe:re~ 
i i promptly by the Corporation as billed by the Comptroller 
eneral, ‘. 

Nothing in this Act shall be construed to relieve the Treasurer: or 
other accountable officers or employees of the Corporation from :com- 
pliance with the provisions of existing law requiring the rendition of 
accounts for adjustment. and settlement pursuant to section 236, 
Revised: Statutes, as amended by section 305 of the Budget: and 
Accounting Act, 1921 (42 Stat. 24), and accounts for all receipts and 
disbursements by or for the Corporation shall be rendered accordingly : 
Provided, That, subject only to the provisions of the Tennessee. 
Valley Authority Act of 1933, as amended; the Corporatiou is author- 
ized to make such expenditures and to enter into such contracts, 
agreements, and arrangements, upon such terms end conditions and in 
such manner as it may deem necessary, including the final settlement 
of all claims and litigation by or against the Corporation; and, not- 
withstanding the provisions of any other law governing the expenditure 
of public funds, the. General Accounting Office, in the settlement: of: 
the accounts of the Treasurer or other accountable officer or employee 
of the Corporation, shall not disallow credit for, nor withhold. funds 
because of, any expenditure.which the board shall determine to have 
been necessary to carry out the provisions of said Act. 

.The Corporation shall determine its own system of administrative 
accounts and. the forms and contents of its contracts and-other 
business documents except as otherwise provided in the Tennessee 
Valley Authority Act of 1933, as amended. ; 

Sec. 9a. The board is hereby directed in the operation of any:dam 
or reservoir in its possession and control to regulate the stream flow 
primarily for the purposes of promoting navigation and controlling 
floods. So far as may be consistent with such purposes, the board’ is 
authorized to provide and. operate facilities for the generation of 
electric energy at any such dam for the use of the Corporation and for 
the use of the United States or any agency thereof, and the board is 
further authorized, whenever._an opportunity is afforded, to provide 
and operate facilities for.the generation of electric energy in order to 
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avoid the waste of water power, to transmit and market such power 
as in this act provided, and thereby, so far as may be practicable, to 
assist in liquidating the cost or aid in the maintenance of the projects 
of the Authority. 

Sec. 10. The board is hereby empowered and authorized to sell the 
surplus power not used in its operations, and for operation of locks 
wat other works generated by it, to States, counties, municipalities, 
corporations, partnerships, or individuals, according to the policies 
hereinafter set forth; and to carry out said authority, the board is 
authorized to enter into contracts for such sale for a term not exceed- 
ing twenty years, and in the sale of such current by the board it shall 
give preference to States, counties, municipalities, and cooperative 
organizations of citizens or farmers, not organized or doing business 
for profit, but primarily for the purpose of supplying electricity to 
jts own citizens or members: Provided, That all contracts made with 
private companies or individuals for the sale of power, which power 
is to be resold for a profit, shall contain a provision authorizing the 
board to cancel said contract upon five years’ notice in writing, if the 
board needs said power to supply the demands of States, counties, or 
municipalities. In order to promote and encourage the fullest possible 
use of electric light and power on farms within reasonable distance 
of any of its transmission lines the board in its discretion shall have 
power to construct transmission lines to farms and small villages 
that are not otherwise supplied with electricity at reasonable rates 
and to make such rules and regulations governing such sale and 
distribution of such electric power as in its judgment may he just 
ahd equitable: Provided further, That the board is hereby euthorized 
and directed to make studies, experiments, and determinations to pro- 
mote the wider and better use of electric power for agricultural and 
domestic use, or for small or local industries, and it may cooperate 
with State governments, or their subdivisions or agencies, with edu- 
cational or research institutions, and with cooperatives or other 
organizations, in the application of electric power to the fuller and 
better balanced development of the resources of the region: Provided 
further, That the board is authorized to include in any contract for 
the sale of power such terms and conditions, including resale rate 
schedules, and to provide for such rules and regulations as in its 
oo may be necessary or desirable for carrying out the purposes 
of this Act, and in case the purchaser shall fail to comply with any 
such terms and conditions, or violate any such rules an regulations, 
said contract may provide that it shall be voidable at the election 
of the board: Provided further, That in order to supply farms and small 
villages with electric power directly as contemplated by this section, 
the board in its discretion shall have power to acquire existing electric 
facilities used in serving such farms and small villages: And provided 
further, That the terms “States,” “counties,” and “municipalities” 
as used in this Act shall be construed to include the public agencies of 
any of them unless the context requires a different construction. ~ 

‘Sec. 11. It is hereby declared to be the policy of the Government 
so far as practical to distribute and sel] the surplus power generated 
at Muscle Shoals equitably among the States, counties, and munici- 
palities within transmission distance. This policy is further declared 
to be that the projects herein provided for shall be considered  pri- 
marily as for the benefit of the people of the section as a-whole and 
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particularly the domestic and rural consumers to whom the power 

can economically be made available, and accordingly that sale to 
and use by industry shall be a secondary purpose, to be utilized 
principally to secure a sufficiently high load factor and revenue 
returns which will permit domestic and rural use at the lowest possi- 
ble rates and in such manner as to encourage increased domestic and 
rural use of electricity. It is further hereby declared to be the policy 
of the Government to utilize the Muscle Shoals properties so far as 
may be necessary to improve, increase, and cheapen the production 
of fertilizer and fertilizer ingredients by carrying out the provisions 
of this ‘Act. 

Sec. 12. In order to place the board upon a fair basis for making 
such contracts and for receiving bids for the sale of such power, it is 
hereby expressly authorized, either from appropriations made by 
Congress or from funds secured from the sale of such power, or 
from funds secured by the sale of bonds hereafter provided for, to 
construct, lease, purchase, or authorize the construction of transmis- 
sion lines within transmission distance from the place where gen- 
erated, and to interconnect with other systems. The board is also 
authorized to lease to any person, persons, or corporation the use of 
any transmission line owned by the Government and operated by 
the board, but no such lease shall be made that in any way interferes 
with the use of such transmission line by the board: Provided, That 
if/any State, county, municipality, or other public or cooperative 
organization of citizens or farmers, not organized or doing business 
for profit, but primarily for the purpose of supplying electricity to 
its own citizens or members, or any two or more of such municipali- 
ties or organizations, shall construct or agree to construct and main- 
tain a properly designed and built transmission line to the Govern- 
ment reservation upon which ‘is located a Government generating 
plant; .or. to a main transmission line owned by the Government or 
foited by the board and under the control of the board, the board is 
hereby authorized and directed to contract with such State, county, 
municipality, or other organization, or two:or more of them, for the 
sale of electricity for a term not exceeding thirty years; and in any 
such case the board shall give to such State, county, municipality, or 
other organization ample time to. fully comply with any local law 
now in existence or hereafter enacted providing for the necessary 
légal authority for such State, county, municipality, or other organize- 
tion to contract with the board for such power: Provided further, That 
all contracts entered into between the Corporation and any mu- 
nicipality or other political subdivision or cooperative organization 
shall provide that the electric power shall be sold and distributed to 
the ultimate consumer without discrimination-as between consumers 
of the same class; and such contract shall be voidable at the election 
of the board if a discriminatory rate, rebate, or other special con- 
cession is made or given to any consumer or user by the municipality 
or other political subdivision or cooperative organization: And pro- 
vided further, That as to any surplus power not so sold as above pro- 
vided"to States, counties, municipalities, or other said organizations, 
before the board shall sell the same to any person or corporation en- 
gaged in the distribution and resale of electricity for profit, it shall 
require said person or corporation to agree that any resale of such 
electric power by said person or corporation shall be made to the 
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ultimate consumer of such electric power: af prices that’ shall not 
exceed a schedule fixed by the board from.time to time as reasonable 

just, and fair; and in case of any such sale, if an amount.is charged 
the ultimate consumer which is in excess of the price so deemed to be, 
just, reasonable, and fair by the board, the contract for such sale be- 
tween the board and such distributor of electricity shall be voidable 
at the election of the board: And provided further, That the board 
is hereby authorized to enter into contracts with other power systems 
for the mutual exchange of unused excess power upon suitable terms, 
for the conservation of stored water, and as an emergency or break- 
down relief. 

Src. 12a. In order (1) to facilitate the disposition of the surplus 
power of the Corporation according to the policies set forth in this 
Act; (2) to give effect to the priority hereir accorded to States, coun- 
ties, municipalities, and nonprofit organizations in the purchase of 
such power by enabling them to acquire facilities for the distribution 
of such power; and (3) at the same time to preserve existing distribu- 
tion facilities as going concerns and avoid duplication of such facili- 
ties, the board is authorized to advise and cooperate with and assist, 
by extending credit for a period of not exceeding five years to, States, 
counties, municipalities and nonprofit organizations situated within 
transmission distance from any dam where such power is generated by 
the Corporation in acquiring, improving, and operating (a) existing 
distribution. facilities and incidental works, including generating 
plants; and (b) interconnecting transmission lines; or in acquiring 
any interest in such facilities, incidental works, and lines. - 

Sec. 13. In order to render financial assistance to those States and 
local governments in which the power operations of the Corporation 
are carried on and in which the Corporation has acquired properties 
previously subject to State and local taxation, the board is authorized 
and directed to pay to said States, and the Counties therein, for each 
fiscal year, beginning July 1, 1940, the following percentages of the 
gross proceeds derived from the sale of power by the Corporation for 
the preceding fiscal year as hereinafter provided, together. with such 
additional amounts as may be payable pursuant to the provisions 
hereinafter set forth, said payments to constitute a charge against the 
ae operations of the Corporation: For the fiscal year (beginning 

uly 1) 1940, 10 per centum; 1941, 9 per centum; 1942, 8 per centum; 
1943, 7% per centum; 1944, 7 per centum; 1945, 6% per centum; 1946, 
6 per centum; 1947, 5% per centum; 1948 and each fiscal year there- 
after, 5 per centum. “Gross proceeds’’, as used in this section, is 
defined as the total gross proceeds derived by the Corporation from 
the sale of power for the preceding fiscal year, excluding power used 
by the Corporation or sold or delivered to any other department or 
agency of the Government of the United States for any purpose other 
than the resale thereof. The payments herein authorized are in lieu 
of taxation, and the Corporation, its property, franchises and income, 
are hereby expressly exempted from taxation: in\ any manner or form 
by ee State, county, municipality, or any subdivision or district 

ereof, 

The payment for each fiscal year shall be apportioned among said 
States in the following manner: One-half of said payment shall be 
apportioned by paying to each State the percentage thereof which the 
gross proceeds of the power sales by the Corporation within said State 
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during the preceding fiscal year bears to the total gross proceeds from 
ell power sales by the Corporation during the preceding fiscal year; 
the remaining one-half of said payment shall be apportioned. by pay- 
ing to each State the percentage thereof which the book hia the 
‘power property held by the Corporation within said State at the end 
of the preceding fiscal year bears to the total book value of all such 
‘property held by the Corporation on the same date. The book value of 
‘power property shall inciude that portion of the.investment allocated 
‘or estimated to be allocable to power: Provided, That the minimum 
annual payment to each State (including payments to counties 
therein) shall not be less than an amount equal to the two-year aver- 
age of the State and local ad valorem property taxes levied against 
~~ property purchased and operated by the Corporation in said 
State and against that portion of reservoir lands related to dams con- 
structed by or on behalf of the United States Government and held 
or operated by the Corporation and allocated or estimated to be allo- 
cable to power. )The said two-year average shall be calculated for the 
last two tax years during which said property was privately owned 
and operated or said land was privately: owned: Provided further, 
That the minimum annual payment to each State in which the Cor- 
poration owns and operates power property (including payments to 
counties therein) shall not be less than $10,000 in any case: Provided 
further, That the corporation shall pay directly to the respective coun- 
ties the two-year average of county ad valorem property taxes (includ- 
ing taxes levied by taxing districts within the respective counties) 
upon power property and reservoir lands allocable to power, deter- 
mined as above provided, and all payments to any such county within 
a State shall be deducted from the payment otherwise due to such State 
under the provisions of this section. The determination of the board 
of the amounts due hereunder to the respective States and counties 
shall be final. 

The payments above provided shall in each case be made to the 
State or county in equal monthly installments beginning not later 
than July 31, 1940. 

Nothing herein shall be construed to limit the authority of the 
Corporation in its contracts for the sale of power to municipalities, 
to permit or provide for the resale of power at rates which may include 
an amount to cover tax-equivalent payments to the municipality in 
‘lieu of State, county, and municipal taxes upon any distribution system 
or property owned by the municipality, or cny agency thereof, condi- 
tioned upon a proper distribution by the municipality of any amounts 
collected by it in lieu of State or county taxes upon any such distribu- 
tion system or property; it being the intention of Congress that either 
the municipality or the State in which the municipality is situated 
shall provide for the proper distribution to the State and county of 
any portion of tax equivalent so collected by the municipality in lieu of 
State or county taxes upon any such distribution system or property. 

The Corporation shall, not later than January 1, 1945, submit to 
the Congress a report on the operation of the provisions of this'‘section, 
including a statement of the distribution to the various States and 
counties hereunder; the effect of the operation of the provisions of 
this section on State and local finances; an appraisal of the benefits of 
the program of the Corporation to the States and counties receiving 
payments hereunder, and the effect of such benefits in increasing tax- 
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able values within such States and counties; and’ such other data, 
information, and recommendations as may be pertinent to future 
legislation. ~ - u 

Sec. 14. The board shall make a thorough investigation as to the 
present value of Dam Numbered 2, and the steam plants at nitrate 
plant numbered 1, and nitrate plant numbered 2, and as to the cost 
of Cove Creek Dam, for the purpose of ascertaining how much of the 
value or the cost of said properties shall be allocated and charged up 
to (1) flood control, (2) navigation, (3) fertilizer, (4) national defense, 
and (5) the ‘development of power. The findings thus made b 
the board, when approved by the President of the United States, sha 
be final, and such findings shall thereafter be used in all allocation of 
value for the purpose éF keotine the book value of said properties, 
in like manner, the cost and book value of any dams, steam plants; 
or other similar improvements hereafter constructed and turned over 
to said board for the purpose of control and management shall be 
ascertained and allocated. 

The board shall, on or before January 1, 1937, file with Congress 
a statement of its allocation of the value of all such properties turned 
over to said board, and which have been completed prior to the end 
of the preceding fiscal year, and shall thereafter in its annual report to 
Congress file a statement of its allocation of the value of such proper- 
ties as have been completed during the preceding fiscal year. 

For the purpose of accumulating data useful to the Congress in the 
formulation of legislative policy in matters relating to the gener- 
ation, transmission, and distribution of electric energy and the pro~ 
duction of chemicals necessary to national defense and useful in 
agriculture, and to the Federal Power Commission and other Federal 
and State agencies, and to the public, the board shall keep complete 
accounts of its costs of generation, transmission, and distribution of 
electric energy and shall keep a complete account of the total cost of 
generating and transmission facilities constructed or otherwise ac- 

uired by the Corporation, and of producing such chemicals, and a 
description of the major components of such costs according to such 
uniform system of accounting for public utilities as the Federal Power 
Commission has, and if it have none, then it is hereby empowered and 
directed to prescribe such uniform system of accounting, together with 
records of such other physical data and operating statistics of the 
Authority as may be helpful in determining the actual cost and value 
of services, and the practices, methods, facilities, equipment, appli- 
ances, and standards-and sizes, types, location, and geographical and 
economic integration of plants and systems best suited to promote the 
public interest, efficiency, and the wider and more economical use of 
electric energy. Such data shall be reported to the Congress by the 
board from time to time with appropriate analyses and recommenda- 
tions, and, so far as practicable, shall be made available to the Federal 
Power Commission and other Federal and State agencies which many 
be concerned with the administration of legislation relating to the 
generation, transmission, or distribution of electric energy and chem- 
icals useful to agriculture. It is hereby declared to be the policy of 
this Act that, in order, as soon as practicable, to make the power 
er self-supporting and self-liquidating, the surplus power shail 

e sold at rates which, in the opinion of the board, when applied to the 
normal capacity of the Authority’s power facilities will produce gross 
revenues in excess of the cost of production of said power and in 
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addition to the statement of the cost of power at each power station 
as required by section 9 (a) of the “Tennessee Valley Act of 1933” 
the board shall file with each annual report, a, statement of the total 
cost of all power generated by it at all power stations during each 
year, the average cost of such power per kilowatt hour, the rates at 
which sold, and to whom sold, and copies of all contracts for the sale 
of power. 

Sec. 15., In the construction of any future dam, steam plant, or other 
facility, to be used in whole or in part for the generation or transmis- 
sion of electric power the board is hereby authorized and empowered 
to issue on the credit of the United States and to sell serial bonds not 
exceeding $50,000,000 in amount, having a maturity not more than 
fifty years from the date of issue thereof, and bearing interest not 
exceeding 34% per centum per annum. Said bonds shall be issued and 
sold in amounts and prices approved by the Secretary of the Treasury, 
but all such bonds as may be so issued and sold shall have equal oe 
None of said bonds shall be sold below par, and no fee, commission, 
or compensation whatever shall be paid to any person, firm, or corpo- 
ration for: handling, negotiating the sale,.or selling the said bonds. 
All of such bonds so issued and sold shall have all the righfs and 
privileges accorded by law to Panama Canal-bonds, authorized by 
section 8 of the Act of June 28, 1902, chapter 1302, as amended by the 
Act of December 21, 1905 (ch. 3, sec. 1, 34 Stat. 5), as now compiled in 
section 743.0f title 31 of the United States Code. AH funds derived 
from the sale of such bonds shall be paid over to the Corporation. 

>Src. 15a. With the approval of the Secretary of the Treasury, the 
Corporation is euthorized to.issue bonds .not to, exceed in the aggre- 
gate 50,000,000 outstanding at any one time, which bonds may be 
sold by the Corporation to obtain funds to carry out the provisions of 
section 12a of this Act. Such bonds shall be.in such forms and de- 
nominations, shall mature within such periods not more than fifty 
years from the date of their issue, may be redeemable at the option of 
the Corporation before maturity in such manner as may be stipulated 
therein, shall bear such rates of interest not exceeding 3; per centum 
per annum, shall be subject to such terms and conditions, shall be 
issued in sueh manner and amount, and sold at such prices, as may be 
prescribed by the Corporation, with the approval of the Secretary of 
the Treasury: ‘Provided, That such bonds shall not be: soldi at. such 
prices or on such terms as to afford an investment yield.to the holders 
in excess.of 3% per centum per annum,.' Such: bonds shall be fully 
and unconditionally guaranteed both as’ to interest and principal by 
the United States, and such guaranty shall be expressed on the face 
thereof, and. such: bonds shall be lawful investments, .and-may -be 
accepted as security, for all fiduiciary, trust, and.public funds, the 
investment or deposit-of which shall be.under the authority or control 
of the United States or any officer or ofiicers:thereof.:. In.the event 
that the;Corporation should not pay upon. demand, when. due, the 
principal of, or interest on, such bonds,- the Secretary of the Treasury. 
shall payto the holder the amount thereof, which-is hereby authorized 
‘to be appropriated out of any moneys in the Treasury not otherwise 
appropriated, and thereupon to the extent of the amount so paid the 
Secretary of the Treasury shall succeed to all the rights of the holders 
of ‘such -bonds.. The Secretary of the Treasury,.in his discretion, is 
-alithorizéd' to purchase any bonds issyed hereunder,-and for such pur- 
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the Secretary of the Treasury is authorized to us as a public- 
ebt transaction the proceeds from the sale of any securities hereafter 
issued under the Second Liberty Bond Act, as amended, and the pur- 
poses for which securities may be issued under such Act, as amended, 
are extended to include any purchases of the Corporation’s bond4 
hereunder. The Secretary of the Treasury may, at any time, sell any 
of the bonds of the Corporation. acquired by him under this-section. 
All redemptions, purchases; and sales by the Secretary of the Treasury 
of the bonds of the Corporation shall be treated as public-debt trans- 
actions of the United States. With the approval of the Secretary of 
the Treasury, the Corporation shall: have power to purchase such 
bonds in the open market at any time and at any price. No bonds 
shall be issued hereunder to provide funds or bonds necessary for 
the performance of any proposed: contract negotiated by the Corpora- 
tion under the authority of section 12a of this Act until the proposed 
contract shall have been submitted to and approved by the Federal 
Power Commission. When any sueh proposed contract shall have 
been submitted to the said Commission, -the matter shall be given 
precedence and shall be in every way expedited and the Commission’s 
determination of the matter shall be final. The authority of the Cor- 
oration to issue bonds hereunder shall expire at the end of five years 
rom the date when this section as amended herein becomes lew, 
except that such bonds may be issued at any time after the expiration 
of said period to provide bonds or funds necessary for the performance 
of any contract entered into by the Corporation, prior to the expira- 
tion of said period under the authority of section 12a of this Act. 
Sec. 15b. No bonds shall be issued be the Corporation after the 
dote of enactment of this section under section 15 or section 15a. 
Src. 15c. With the approval of the Secretary of the Treasury the 
Corporation is authorized, after:the date of enactment of this section, 
to issue bonds not to exceed in the aggregate $61,500,000. Such bonds 
may be sold |»v the Corporation to obtain funds which may be used 
for the following purposes only: 

(1) Not to exceed $46,000,000 may be used for the purchase of 
electric utility properties of the Tennessee Electric Power Com. 
pany and Southern Tennessee Power Company as contemplated 
in the contract between the Corporation and the Commonwealth 
and.Southern Corporation and others, dated as of May 12, 1939 

(2) Not to exceed $6,500,000 may be used for the purchase and 
rehabilitation of electric utility properties of the Alabama Power 
Company and Mississippi Power Company in the following 
named counties in northern Alabama and northern Mississippi: 
The counties of Jackson, Madison, Limestone, Lauderdale, Col- 
bert, Lawrence, Morgan, Marshall, De Kalb, Cherokee, Cullman 
Winston, Franklin, Marion, and Lamar in northern Alabama, and 
the counties of Calhoun, Chickasaw, Monroe, Clay, Lowndes, 
Oktibbeha, Choctaw, Webster, Noxubee, Winston, Neshoba, and 
Kemper in northern Mississippi. 

(3) Not to exceed $3,500,000 may he used for rebuilding, re- 
lacing, and repairing electric utility properties purchased by the 
eae in accordance with the foregoing provisions of this 

section. 

(4) Not to exceed $3,500,000 may be used for constructing 
electric transmission lines, substations, and other electrical facili- 
ties necessary to connect the electric utility properties purchased 
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by the Corporation in accordance with the foregoing: provisions 
of this section with the electric power system of the Comporatian, 
(5) Not to exceed $2,000,000 may be used for making loans 
under section 12a to States, counties, municipalities, and non- 
profit organizations to enable them to purchase any electric 
utility properties referred to in the contract between the Corpora- 
tion and the Commonwealth and Southern Corporation and 
others, dated as of May 12, 1939, or any electric utility properties 
of the Alabama Power Company or Mississippi Power Company 
in any of the counties in carters Alabama or northern Mississippi 
named in paragraph (2). 
The Corporation shall file with the President and with the Congress 
in December of each year a financial statement and complete report 
as to the expenditure of funds derived from the sale of bonds under 
this section covering the pericd not covered by any such previous 
statementorreport. Such bonds sball be in such forms and denomina- 
tions, shall mature within such periods not more than fifty years from 
the date of their issue, may be redeemable at the option of the Corpo- 
ration before maturity in such manner as may be stipulated therein, 
shall bear such rates of interest not exceeding 3% per centum per 
annum, shall be subject to such terms and conditions, shall be issued 
in such manner and amount, and sold at such prices, as may be pre- 
scribed by the Corporation with the approval of the Secretary of the 
Treasury: Provided, That such bonds shall not be sold at such prices or 
on such terms as to afford an investment yield to the holders in excess 
of 3% per centum per annum. Such bonds shall.be fully and uncondi- 
tionally guaranteed both as to interest and principal by the United 
States, and such guaranty shall be expressed on the face thereof, and 
such bonds shall be lawful investments, and may be accepted as.se- 
curity, for all fiduciary, trust, and public funds, the investment: or 
deposit of which shall be under the authority or control of the United 
States or any officer or officers thereof. In the event that the Corpo- 
ration should not pay upon demand when due, the principal of, or 
interest on, such bonds, the Secretary of the Treasury shall pay to 
the holder the amount thereof, which is hereby authorized to be 
appropriated out of any moneys in the Treasury not otherwise appro- 
priated, and thereupon to the extent of the amount so paid the Secre- 
tary of the Treasury shall succeed to all tha rights ofthe holders of 
such bonds. » The Secretary of the Treasury, in his discretion, is au- 
thorized to purchase any bonds issued hereunder, and for such purpose 
the Secretary of the Treasury is authorized to use as a public-debt 
transaction the proceeds from the sale of any securities hereafter issued 
under the Second Liberty Bond Act, as amended, and the purposes for 
which securities may be issued under such Act, as amended, are ex- 
tended to include any purchases of the Corporation’s.bonds hereunder. 
The Secretary of the Treasury may, at any time, sell any of the bonds 
of the Corporation acquired by him under this section. All redemp- 
tions, purchases, and sales by the Secretary of the Treasury of the 
bonds of the Corporation shall be treated as public-debt transactions 
of the United States. With the approval of the-Secretary of the 
Treasury, the Corporation shall have power to purchase such bonds 
in the open merket at any time and at any price. None of the proceeds 
of the bonds shall be used for the performance of any proposed con- 
tract negotiated by the Corporation under the authority of section 12a 
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of this Act until the proposed contract shall have been submitted to 
and approved by the Federal Power Commission.* When any such 
proposed contract shall have been submitted to the said Commission, 
the matter shall be given precedence and shall be in every way ex- 
pedited and the Commission’s determination of the matter shall be 
final. The authority of the Corporation to issue bonds under this 
section shall expire January 1, 1941, except that if at the time such 
authority expires the amount of bonds issued by the Corporation under 
this section is less than $61,500,000, the Corporation may, subject 
to the foregoing provisions of this section, issue, after the expiration 
of such period, bonds in an amount not in excess of the amount by 
which the bonds so issued prior to the expiration of such period is less 
than $61,500,000 for refunding purposes, or, subject to the provisions 
of paragraph (5) of this section (limiting the purposes for which 
loans under section 12a of funds derived from bond proceeds may be 
made) to provide funds found necessary in the performance of any 
contract entered into by the Corporation prior to the expiration of 
such period, under the authority of section 12a. 

Sec. 15d. (a) The Corporation is authorized to issue and sell bonds, 
notes, and other evidences of indebtedness (hereinafter collectively referred 
to as ‘“‘bonds’’) in an amount not exceeding $750,000,000 outstanding at 
any one time to assist in financing its power program ‘and to refund such 
bonds. The Corporation may, in performing functions authorized by 
this Act, use the proceeds of such bonds for the construction, acquisition, 
enlargement, improvement, or replacement of any plant or other facility 
used or to be used for the generation or transmission of electric power 
including the portion of any multiple-purpose structure used or to be 

used for power generation); as may be required in connection with the 
lease, lease-purchase, or any contract for the power output of any such 
plant or other facility; and for other purposes incidental thereto. It is 
hereby declared to be the intent of this Act that the power facilities built or 
acquired with the proceeds of such bonds or power revenues shall not be 

used, without prior approval by Act of Congress, for the sale or delivery 
of power by the Corporation outside the counties which lie in whole or in 
part within the Tennessee River drainage basin or the service area in 
which power generated by the Corporation is being used on July 1, 1957, 
except, when economically feasible, to serve the United States or agencies 
thereof or to interconnect with other utility systems for exchange power 
arrangements, or to interconnect Tennessee Valley Authority generating 
plants, or to serve existing rural electric cooperatives (as same now exist 
as to area and as of July 1, 1957) now being served in part by the Ten- 
nessee Valley Authority: Provided further, That except as expressly 
provided above, all contracts entered into after this provision becomes law 
for the supply ‘of power to any distributor shall contain an agreement by 
said distributor to confine the resale of such power within the boundaries 
of the counties above described and such additional areas (not more than 
6 miles from such boundaries) as may be necessary to care for the growth 
of communities within said counties provided said communities were 
receiving Tennessee Valley Authority power on July 1, 1957. 

Lhe principal of and interest on said bonds shall. be payable solely 
from the Corporation’s net power proceeds as hereinafter defined. Net 
power proceeds are defined for purposes of this section as the remainder 
of the Corporation’s gross power revenues after deducting the costs of 
operating, maintaining, and administering its power properties (includ- 











*NotEe.—All executive and administrative functions of the Federal Power Commission were, with 
certain reservations, transferred to the Chairman of such Commission, with authority vested in him 
to authorize their performance by any officer, employee, or administrative unit under his jurisdiction 
(1950 Reorg. Plan No. 9, §§ 1 and 2, eff. May 24, 1950, 15 F.R. 3175, 64 Stat. 1265). 
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ing costs applicable to that portion of its multiple-purpose properties 
allocated to power) and payments to States and counties in lieu of taxes 
but before deducting depreciation accruals or other charges representing 
the amortization of capital expenditures, plus the net proceeds of the sale 
or other disposition of any power facility or interest therein, and shall 
include reserve or other funds created from such sources. Notwithstand- 
ing the provisions of section 26 of this Act or any other provision of law, 

the Corporation may pledge and use its net power proceeds for ayment 
of the principal of and i interest on said bonds, for purchase or rede stoon 
thereof, and for other purposes incidental thereto, including creation of 
reserve funds and other funds which may be similarly pledged and used, 
to such extent and in such manner as it may deem necessary or desirable. 
The Corporation is authorized to enter into binding covenants with the 
holders of said bonds—and with the trustee, if any—under any indenture, 

resolution, or other agreement entered into wm connection with the i issuance 
thereof (any such agreement being hereinafter referred to as a “bond 
contract’) with respect to the establishment of reserve funds and other 
funds, provisions for insurance, charges for supply of power, application 
and use of net power proceeds, restrictions upon the subsequent issuance 
of bonds or the execution of leases or lease-purchase agreements relating 
to power properties, and such other matters, not inconsistent with this 
Act, as the Corporation may deem necessary or desirable to enhance the 
marketability of said bonds. The issuance and sale of bonds by the Cor- 
poration and the expenditure of bond proceeds for the purposes specified 
herein, including the addition of generating units to existing power- 
producing projects and the construction of additional power-producing 
projects, shall not be subject to the requirements or limitations of any 
other law: Provided, however, That, except with the approval of the Presi- 
dent during a period of national defense emergency hereafter declared by 
the President or by the Congress, no such bond proceeds, nor any power 
revenues, shall be used to initiate the construction of an additional power- 
producing project until (1) the Corporation notifies the President and the 
Congress of its plan to construct such additional project, and (2) follow- 
ing such notification, a period of ninety days, while Congress is in a 
single session, elapses without the passage of a concurrent resolution 
disapproving such construction. 

(b) Bonds issued by the Corporation hereunder shall not be obli- 
gations of, nor shall payment of the principal thereof or interest thereon 
be guaranteed by, the United States. Proceeds realized by the Corporation 
from issuance of such bonds and from power operations and the expendi- 
ture of such proceeds shall not be subject to apportionment under the pro- 
visions of Revised Statutes 3679, as amended (81 U.S. C. 665), and such 
proceeds and bonds shall not be included in computations of receipts, ex- 
penditures, surpluses, or deficits in the Budget prepared annually pur- 
suant to section 201 of the Act of June 10, 1921, as amended (81 U.S. C. 
11), except to the extent of the amounts budgeted by the Corporation for 
payments pursuant to subsection (e) hereof on account of the appropria- 
tion investment as therein defined, and for reduction of said investment, 
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(c) Bonds issued by the Corporation under this section shall be nego- 
tiable instruments unless otherwise specified therein, shall be in such 
forms and denominations, shall be sold at such times and in such 
amounts, shall mature at such time or times not more than fifty years 
from their respective dates, shall be sold at such prices, shall bear such 
rates of interest, may be redeemable before maturity at the option of the 
Corporation in such manner and at such times and redemption pre- 
miums, may be entitled to such relative priorities of claim on the Corpo- 
ration’s net power proceeds with respect to principal and interest pay- 
ments, and shall be subject to such other terms and conditions, as the 
Corporation may determine: Provided, That before issuing any bonds 
hereunder, the Corporation shall advise the Secretary of the Treasury 
with respect to the amounts and terms of bonds to be issued and the pro- 
posed date of the sale thereof, and if the Secretary, within fifteen days 
after receiving such advice, shall request deferral of the sale thereof for a 
neriod not in excess of forty-five days, the Corporation shall not sell the 
Fonds before the end of such period and if the Secretary of the Treasury 
shall recommend changes in the amounts, terms, maturities or conditions 
of the bonds, the Corporation shall not sell the bonds until an additional 
thirty days have been given to consideration of said recommendations 
unless they have been sooner agreed upon. The Corporation may sell 
such bonds by negotiation or on the basis of competitive bids, subject to 
the right, if reserved, to reject all bids; may designate trustees, registrars, 
and paying agents in connection with said bonds and the issuance thereof; 
may arrange for audits of its accounts and for reports concerning 28 
financial condition and operations by commercial accounting firms (which 
audits and reports shall be in addition to those required by sections 105 
and 106 of the Act of December 6, 1945 (59 Stat. 699; 31 U.S. C. 850- 
851), may, notwithstanding the provisions of sections 302 and 303 of 
the Act of December 6, 1945, as amended (59 Stat. 601-602, 70 Stat. 
667; 81 U. S. C. 867-868), or any other law, but subject to any covenants 
contained in any bond contract, invest the proceeds of any bonds and 
other funds under its control which derive from or pertain to its power 
program in any securities approved for investment of national! bank 
funds and deposit said proceeds and other funds, subject to withdrawal 
by check or otherwise, in any Federal Reserve Bank or bank having mem- 
ber ship in the Federal Reserve System; and may perform such other acts 
not prohibited by law as it deems necessary or desirable to accomplish 
the purposes of this section. Bonds issued by the Corporation hereunder 
shall contain a recital that they are issued pursuant to this section, and 
such recital shall be conclusive evidence of the reqularity of the issuance 
and sale of such bonds and of their validity. The annual report of the 
Board filed pursuant to section 9 of this Act shall contain a detailed 
statement of the operation of the provisions of this section during the 
year. 

(d) Bonds issued by the Corporation hereunder shall be lawful invest- 
ments and may be accepted as security for all fiduciary, trust, and publie 
funds, the investment or deposit of which shall be under the authority or 
control of any officer or agency of the United States. The Secretary of the 
Treasury or any other officer or agency having authority over or control 
of any such fiduciary, trust, or public funds, may at any time sell any 
of the bonds of the Corporation acquired by them under this section. 
Bonds issued by the Corporation hereunder shall be exempt both as to prin- 
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cipal and interest from all taxation now or hereafter imposed by any 
State or local taxing authority except estate, inheritance, and gift taxes. 

(e) From net power proceeds in excess of those required to meet the 
Corporation’s obligations under the provisions of any bond or bond con- 
tract, the Corporation shall, beginning with fiscal year 1961, make pay- 
ments into the Treasury as miscellaneous receipts on or before December 31 
and June 30, of each fiscal year as a return on the appropriation invest- 
ment in the Corporation’s power facilities, plus a repayment sum of not 
less than $10,000,000, which repayment sum shall be applied to reduction 
of said appropriation investment. The said appropriation investment 
shall consist, in any fiscal year, of that part of the Corporation’s total 
investment assigned to power as g the beginning of the fiscal year (in- 
cluding both completed plant and construction in progress) which has 
been provided from appropriations or by transfers of property from other 
Government agencies without reimbursement by the Corporation, less 
repayments of such appropriation investment made under title II of the 
Government Corporations Appropriation Act, 1948, this Act, or other 
applicable legislation. The payment as a return on the appropriation 
investment in each fiscal year shall be equal to the computed average 
interest rate payable by the Treasury upon its total marketable publie 
obligations as of the beginning of said fiscal year applied to said ap- 
propriation investment. Payments due hereunder may be deferred for 
not more than two years when, in the judgment of the Board of Directors 
of the Corporation, such payments cannot feasibly be made because of 
enadequacy of funds occasioned by drought, poor business conditions, 
emergency replacements, or other factors beyond the control of the Cor- 
poration. 

(f) The Corporation shall charge rates for power which will produce 
gross revenues sufficient to provide funds for operation, maintenance, and 
administration of its power system; payments to States and counties 
in liew of taxes; debt service on outstanding bonds, including provision 
and maintenance of reserve funds and other funds established in connection 
therewith; payments to the Treasury as a return on the appropriation 
investment pursuant to subsection (e) hereof; and such additional margin 
as the Board may consider desirable for investment in power system 
assets, retirement of outstanding bonds in advance of maturity, reduction 
of appropriation investment, and other purposes connected with the 
Corporation’s power business, having due vated for the primary obiectives 
of the Act, including the objective that power shall be sold at rates as low 
as are feasible. In order to protect the investment of holders of the Cor- 
poration’s securities and the appropriation investment as defined in 
subsection (e) hereof, the Corporation, during each successive five-year 
period beginning with the period from July 1, 1959, through June 30, 
1964, shall apply net power proceeds either in reduction (directly or 
through payments into reserve or sinking funds) of its capital obligations 
including bonds and the appropriation investment, or to reinvestment in 
power assets, at least to the extent of the combined amount of the aggregate 
of the depreciation accruals and other charges representing the amortiza- 
tion of capital expenditures applicable to its power properties plus the net 

proceeds realized from any disposition of power facilities in said period. 
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(9) Power generating and related facilities operated by the Corporation 
under lease and lease-purchase agreements shall constitute power property 
held by the Corporation within the meaning of section 13 of this Act, but 
that portion of the payment due for any fiscal year under said section 13 
to a State where such facilities are located which is determined or estimated 
by the Board to result from holding such facilities or selling electric 
energy generated thereby shall be reduced by the amour.t of any taxes or 
tax equivalents applicable to such fiscal year paid by the owners or others 
on account of said facilities to said State and to local taxing jurisdictions 
therein. In connection with the construction of a generating plant or 
other facilities under an agreement providing for lease or purchase of 
satd facilities or any interest therein by or on behalf of the Corporation, 
or for the purchase of the output thereof, the Corporation may convey 
in the name of the United States by deed, lease, or otherwise, any rea: 
property in us possession or control, may perform engineering and 
construction work and other services, and may enter into any necessary 
contractual arrangements. 

(h) It is hereby declared to be the intent of this section to aid the Cor- 
poration in discharging its responsibility for the advancement of the 
national defense and the physical, social and economic development of 
the area in which it conducts its operations by providing it with adequate 
authority and administrative flexibility to obtain the necessary funds 
with which to assure an ample supply of electric power for such purposes 
by issuance of bonds and as otherwise provided herein, and this section 
shall be construed to effectuate such intent. 

Sec. 16. The board, whenever the President deems it advisable, is 
hereby empowered and directed to complete Dam Numbered 2 at 
Muscle Shoals, Alabama, and the steam plant at nitrate plant num- 
bered 2, in the vicinity of Muscle Shoals, by installing in Dam Num- 
bered 2 the additional power units according to the plans and specifi- 
cations of said dam, and the additional power unit in the steam plant 
at nitrate plant numbered 2. 

Src. 17. The Secretary of War, or the Secretary of the Interior, is 
hereby authorized to construct, either directly or by contract to the 
lowest reasonable bidder, after due advertisement, a dam in and 
across Clinch River in the State of Tennessee, which has by long cus- 
tom become known and designated as the Cove Creek Dam, together 
with a transmission line from Muscle Shoals, according to the latest 
and most approved designs, including power house and hydroelectric 
installations and equipment for the generation of power, in order that 
the waters of the said Clinch River may be impounded and stored 
above said dam for the purpose of increasing and regulating the flow 
of the Clinch River and the Tennessee River below, so that the maxi- 
mum amount of primary power may be developed at Dam Numbered 
2 and at any and all other dams below the said Cove Creek Dam: 
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Provided, however, That the President is hereby authorized’ by ap- 
ropriate order to direct the employment by the Secretary of War, or 
y the Secretary of the Interior, of such engineer or engineers as he 

may designate, to perform such duties and obligations as he'may deem 

proper, either in the drawing or plans and specifications for said dam) 
or to perform any other work: in the building or construction of the 
same._ The President may, by such order, place the control of the 
construction of said dam in the hands of such engineer or engineers 
taken from private life'as he may desire: And provided further, That 
the President is hereby expressly authorized, without regard to the re- 
striction or limitation of any other statute, to select attorneys and 
assistants for the purpose of making any investigation he may. deem 
roper to ascertain whether, in the control and management of Dam 
vumbered 2, or any other.dam or property owned by the Government 
in the Tennessee River Basin, or in the authcrization of any improve- 
ment therein, there bes been any undue or unfair advantage given to 
private persons, partnerships, or corporations, by any: officials or em- 
ployees of the Government, or whether in any such-matters the Gov- 
ernment has been injured’ or unjustly deprived of any:of its rights, 
Sec. 18. In order to enable‘and empower the Secretary of. War, the 

Secretary of the Interior, or ‘the board to carry out the authority 

hereby conferred, in the most economical and efficient manner, he or 

it is hereby authorized and empowered in the exercise of the powers 
of national defense in aid of navigation, and in ‘the -control” of -the 
flood waters of the Tennessee ‘and ‘Mississippi Rivers, constituting 
channels of interstate commerce, to exercise the right of eminent: dos 


main for all purposes of this ‘Act,.and to condemn all:lands, ease- 
ments, rights of way, and.other area necessary in order to obtain a site 


for said Cove Creek Dam; and the flowage rights for the ‘reservoir of 
water above said dam, and‘to negotiate and conclude contracts with 
States, counties, municipalities,-and all State agencies and with rail- 
roads, railroad corporations, common carriers, and all public utility 
commissions and any other person, firm, or corporation, for the reloca- 
tion of railroad tracks, .highways, highway bridges, mills, ferries; 
electric-light plants, and any and all other properties, enterprises, and 
projects whose removal may be necessary in order to carry out the 
provisions of this Act. ‘When said Cove Creek Dam, transmission line, 
and power house shall have been completed, the possession, use, and 
control thereof shall ‘he intrusted to the Corporation for use and op- 
eration in connection with the general Tennessee Valley project, and 
to promote flood control and navigation in the Tennessee River. 
Sec. 19. The Corporation, as an itstrumentality_.and agency of the 
Government of the United States for the purpose of executing its 
constitutional nowers sie'l have access to the Patent Office* of the 
United States for the purpose of studying, ascertaining, and copying 
all methods, formulae, and scientific information (not including ac- 
cess to pending applications for patents) necessary to enable the 
Corporation to use and employ the most efficacious and economical 
process for the production of fixed nitrogen, or any essential ‘ingre- 
dient of fertilizer, or any method of improving and cheapening the 
production of hydroelectric power, and any owner of a patent whose 
patent rights may have been thus in any way copied, used, infringed, 
or employed by the exercise of this authority by the Corporation shall 
have as the exclusive remedy a cause of action against the Corpora- 
*Nore.—The functions of all officers of the Department of Commerce and all functions of all agenc’es 
and employees of such Department were, with a few exceptions, transferred to the Secretary of Com- 
merce, with power vested in him to authorize their performance or the performance of any of his func 
tions by any of such officers, agencies, and employees (1950 Reorg. Plan No. 5, §§ 1 and 2, eff. May 24, 
1950, 15 F.R. 3174, 64 Stat. 1263). The Patent Office, referred to in this section, is an agency of the 


Department of Commerce, and the Commissioner of Patents, referred to in this section, is an officer 
of such Department. 
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tion to be instituted and prosecuted on the equity side of the appro- 
priate district court of the United States, for the recovery of reasonable 
compensation for such infringement. The Commissioner of Patents* 
snall furnish to the Corporation, at its request and without payment 
of fees, copies of documents on file in his office: Provided, That the 
benefits of this section shail not apply to any art, machine, method of 
manufacture, or composition of matter, discovered or invented by such 
employee during the time of his employment or ‘service with the 
Corporation or with the Government of the United States. 

Sec. 20. The Government of the United States hereby reserves the 
right, in case of war or national emergency declared by Congress, to 
take possession of all or any part of the property described or referred 
to in this Act for the. purpose of manufacturing explosives or for 
other war purposes; but, if this right is exercised by the Government, 
it shall pay the reasonable and fair damages that may be suffered by 
any, party whose contract for the purchase of electric power or fixed 
nitrogen or fertilizer ingredients is hereby violated, after the amount 
of the damages has been fixed by the United’States Court of Claims 
in procéedings instituted and conducted for that purposa under rules 
prescribed. by the court. 

Sec. 21. (a) All general penal statutes relating to the larceny, 
embezzlement, conversion, or to the improper handling, retention, 
use, or disposal of public moneys or property of the United. States, 
shail apply to the moneys and property of the Corporation and to 
moneys ‘and properties of the United States entrusted to the 
Corporation. 

(b) Any person who, with intent to defraud the Corporation, or 
to deceive any director, officer, or employee of the Corporation or any 
officer or employee of the United States (1) makes any false entry 
in any book of the Corporation, or (2) makes any false report or 
statement for the Corporation, shall, upon conviction thereof, be fined 
not more than $10,000 or imprisoned not more than five years, or both. 

(ec) Any person who shall receive any compensation, rebate, or 
reward, or shall enter into any conspiracy, collusion, or agreement, 
express or implied, with intent to defraud the Corporation‘or wrong- 
fully and‘ unlawfully to defeat its purposes, shall, on conviction 
thereof, be fined not more than $5,000 or imprisoned not more than 
five years, or both. 

Ssc. 22. To aid further the proper use, conservation, and develop- 
ment of the natural resources of the Tennessee River drainage basin 
and of such adjoining territory as may be related .to or materially 
affected by the development consequent to this Act, and to provide 
for the general welfare of the citizens of said areas, the President 
is hereby authorized, by such means or methods'as he may deem 
proper within the limits of appropriations made therefor by Congress, 
to make such surveys of and general plans for seid Tennessee basin 
and adjoining territory as may be useful to the Congress and to the 
several States in guiding and controlling the extent, sequence, and 
nature of development that may be equitably and economically ed~ 
vanced through the expenditure of public funds, or through the guid- 
ance or control of public authority, all for the general purpose of 
fostering an orderly and proper physical, economic, and social de- 
velopment of said areas; and the President is further authorized in 
making said surveys and plans to cooperate with the States affected 


*See preceding note. 
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thereby, or subdivisions or agencies of such States, or with cooper- 
ative’ or other organizations, and to make such studies, experiments, 
or demonstrations as may be necessary and suitable to that end, 

Sec. 23. The President shall, from time to time, as the work pro- 
vided for in the preceding section progresses, recommend to Congress 
such legislation as he deems proper to carry out the general-purposes 
stated in said section, and for the especial purpose of bringing about 
in said Tennessee drainage basin and adjoining territory in conform- 
ity with said general purposes (1) the maximum amount of flood 
control; (2) the maximum development of said Tennessce River for 
navigation purposes; (3) the maximum generation of electric power 
consistent with flood control and navigation; (4) the proper use of 
marginal lands; (5) the proper method of reforestation of all lands 
in said drainage basin suitable for reforestation; and (6) the economic 
and social well-being of the people living in said river basin. 

Sec. 24. For the purpose of securing any rights of flowage, or ob- 
taining title to or possession of any property, real or personal, that 
may be necessary or may become necessary, in the ca out of any 
of the provisions of this Act, the President of the United States for 
a period of three years from the date of the enactment of this Act, is 
hereby atthoelaed to acquire title in the name of the United States 
to such rights or such property, and to provide for the payment for 
same by directing the Sead to contract to deliver power generated 
at any of the plants now owned or hereafter owned or constructed 
by the Government or by said Corporation, such future delivery of 
power to continue for a period not exceeding thirty years. Likewise, 
for one year after the enactment of this Act, the President is further 
authorized to sell or lease any parcel or part of any vacant real estate 
now owned by the Government in said Tennessee River Basin, to 

ersons, firms, or corporations who shall contract to erect thereon 

actories or manufacturing establishments, and who shall contract 
to purchase of said Corporation electric power for the operation of 
any such factory or manufacturing establishment. No contract shall 
be made by the President for the sale of any of such real estate as may 
be necessary for present or future use on the part of the Government 
for any of the purposes of this Act. Any such contract made by the 
President of the United States shall be carried out by the board: 
Provided, That no such'contract shall be made that will in any way 
abridge or take away the preference right to purchase power given in 
this Act to States, counties, municipalities, or farm organizations: 
Provided further, That no lease shall be for a term to exceed fifty 

ears: Provided further, That any sale shall be on condition that said 
and shall be used for industrial purposes only. 

Src. 25. The Corporation may cause proceedings to be instituted 
for the acquisition by condemnation of any lands, easements, or rights 
of way which, in the opinion of the Corporation, are necessary to 
carry out the provisions of this Act. The proceedings shall be insti- 
tuted in the United States district court for the district in which the 
land, easement, right-of-way, or other interest, or any part thereof, 
is located, and such court shall have full jurisdiction to divest the 
complete title to the property sought to be acquired out of all persons 
or claimants and vest the same in the United States in fee simple, 


and to enter a decree quieting the title thereto in the United States 
of America. 
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Upon the filing of a petition for condemnation and for the purpose 
of ascertaining the value of the property to be acquired, and assessing 
the cornpesnation to be paid, the court shall appoint three commis- 
sioners who shall be disinterested persons and who shall take and 
subscribe an oath that they do not own any lands, or interest or 
easement in any lands, which it may be desirable for the United 
States to acquire in the furtherance of said project, and such com- 
missioners shall not be selected from the locality wherein the land 
sought to be condemned lies. Such commissioners shall receive a per 
diem of not to exceed $30 for their services, together with an addi- 
tional amount of $10 per day for subsistence for time actually spent 
in performing their duties as commissioners, and reimbursement of 
actual transportation expenses including an allowance for use of pri- 
vately owned automobiles at a rate not to exceed 7 cents per mile. 

It shall be the duty of such commissioners to examine into the value 
of the lands sought to be condemned, to conduct hearings and receive 
evidence, and generally to take such appropriate steps as may be 
proper for the determination of the value of the said lands sought 
to be condemned, and for such purpose the commissioners are author- 
ized to administer oaths and subpoena witnesses, which said witnesses 
shall receive the same fees as are provided for witnesses in the Federal 
courts. The said commissioners shall thereupon file a report setting 
forth their conclusions as to the value of the said property sought 
to be condemned, making a separate award and valuation in the 
premises with respect to each separate parcel involved. Upon the 
filing of such award in court the clerk of said court shall give notice 
of the filing of such award to the parties to said proceeding, in manner 
and form as directed by the judge of said court. 

Either or both parties may file exceptions to the award of said 
commissioners within twenty days from the date of the filing of said 
award in court. Exceptions filed to such award shall be heard before 
three Federal district judges unless the parties, in writing, in person, 
or by their attorneys, stipulate that the exceptions may be heard 
before a lesser number of judges. On such hearing such judges shall 
pass de novo upon the proceedings had before the commissioners, may 
view the property, and may take additional evidence. Upon such 
heari the said. judges shall file their own award, fixing therein 
the value of the property sought to be condemned, regardless of the 
award previously made by the said commissioners. 

At any time within thirty days from the filing of the decision 
of the district judges upon the hearing on exceptions to the award 
made by the commissioners, either party may appeal from such 
decision of the said judges to the court of conialk and the said court 
of appeals shall upon the hearing on said appeal dispose of the same 


‘upon the record, without regard to the awards or findings theretofore 


made by the commissioners or the district judges, and such court of 
appeals shall thereupon fix the value of the said property sought to be 
condemned. 

Upon acceptance of an award by the owner of any property herein 
provided to be appropriated, and the payment of the money awarded 
or upon the failure of either party to file exceptions to the award of 
the commissioners within the time specified, or upon the award of the 
commissioners, and the payment of the money by the United States 
pursuant thereto, or the payment of the money awarded into the 
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and the right to the possession thereof shall pass to.the United States, 
and the United States shail be entitled to a writ in the same proceeding 
to disposses the former owner of said property, and all lessees, agents, 
and attorneys of such former owner, and to put the United States, by 
its corporate creature and agent, the Corporation, into possession of 
said property. 

In the event of any property owned in whole or in part by minors, 
or insane persons, or incompetent persons, or estates of deceased per- 
sons, then the legal representatives of such minors, insane persons, 
incompetent persons, or estates shall have power, by and with the 
consent and approval of the trial judge.in whose court. said matter 
is for determination, to consent to or reject the awards of the com- 
missioners herein provided for, and in the event that there be.no legal 
representatives, or that the legal representatives for such minors, 
insane persons, or incompetent persons shall fail or decline to act, 
then such trial judge may, upon motion; appoint a guardian ad litem 
to act for such minors, insane persons, or incompetent. persons; and 
such guardian ad litem shall act to the full.extent and to-the same 
purpose and effect as his ward could act, if competent; and such 
guardian ad litem shall be deemed to have full power and authority 
to respond, to conduct, or to maintain any proceeding herein proyided 
for affecting his said ward. 

Sec. 26. Commencing July 1, 1936,:the proceeds for each fiscal year 
derived by the board from the sale of.power or any other products 
manufactured by the Corporation, and from any other activities of 
the Corporation: including the disposition of any. real-.or .personal 
property, shall be paid into the Treasury of the United States at the 
end of each calendar year, save and except such part.of such proceeds 
as in the opinion of the board shall be necessary for the Corporation 
in the operation of dams and reservoirs, in conducting its business in 

enerating, transmitting, and distributing electric energy and in manu- 

acturing, selling, and distributing fertilizer and fertilizer ingredients, 
A continuing fund of $1,000,000 is also excepted from the requirements 
of this section and may be withheld by the. board to defray emergency 
expenses and. to insure continuous operation: Provided, That nothing 
in this section shall be construed to prevent the use by. the board, after 
June 30, 1936,.of proceeds accruing prior to July 1;-1936, for the.pay- 
ment of obligations lawfully incurred prior to such latter date. 

Src. 26a. The-unified development and regulation of the Tennessee 
River system requires that no dam, appurtenant works, or; other 
obstruction, affecting navigation, flood control, or public lands. or 
reservations shall be constructed, and thereafter operated or: main- 
tained across, along, or in the said river or any of its tributaries until 

lans for such construction, operation, and.maintenance shall have 

een submitted to and approved by the board; and the construction, 
commencement of construction, operation, or maintenance of such 
structures without such approval is hereby prohibited. .When-such 
plans shall have been approved, deviation therefrom either. before or 
after completion of such structures is prohibited unless the .modifi- 
cation of such plans hes previously been submitted to and approved 
by the board. 

In the event the board shall, within sixty days after their formal 
submission to the board, fail‘to approve any plans or modifications, 
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as the case may be, for construction, operation, or maintenance of any 
such structures on the Little Tennessee River, the above requirements 
shall be deemed satisfied, if upon application to the Secretary of War. 
with due notice to the Corporation, and hearing thereon, such plans 
or modifications are approved by the said Secretary of War as reason- 
ably adequate and effective for the unified development and regulation 
of the Tennessee River system. 

Such construction, commencement of construction, operation, or 
maintenance of any structures or parts thereof in violation. of the 
provisions of this section may be prevented, and the removal or dis- 
continuation thereof required by the injunction or order of any dis- 
trict court exercising jurisdiction in any district in which such struc- 
tures or parts thereof may be situated, and the Corporation is hereby 
authorized to bring appropriate proceedings to this end. 

The requirements of this section shall not be construed to be a 
substitute for the requirements of any other law of the United States 
or of any State, now in effect or hereafter enacted, but shall be in 
addition thereto, so that any approval, license, permit, or other sanc- 
tion now or hereafter required by the provisions of any such law 
for the construction, operation, or maintenance of any structures what- 
ever, except such as may be constructed, operated, or maintained by 
the Corporation, shall be required, notwithstanding the provisions of 
this section. 

Src. 27. All appropriations necessary to carry out the provisions 
of this Act are hereby authorized. 

Sec. 28. That all Acts or parts of-Acts in conflict herewith are 
ele repealed, so far as they affect the operations contemplated by 
this Act. 

Sec. 29. The right to alter, amend, or repeal this Act is hereby 
expressly declared and reserved, but no such amendment or repeal 
shall operate to impair the obligation of any contract made by said 
Corporation under any power conferred by this Act. 

Sec. 30. That the sections of this Act are hereby declared to be 
separable, and in the event of any one or more sections of this Act, 
or parts thereof, be held to be unconstitutional, such holding shall 
not affect the validity of other sections or parts of this Act. 

Sec. 31. This Act shall be liberally construed to carry out the pur- 
poses of Congress to provide for the disposition of and make needful 
rules and regulations respecting Government properties entrusted to 
the Authority, provide for the national defense, improve navigation, 
control destructive floods, and promote interstate commerce and the 
general welfare, but no real estate shall be held except what is necessary 
in the opinion of the board to carry out plans and projects actually 
decided upon requiring the use of such land: Provided, That any land 
purchased by the Authority and not necessary to carry out plans and 
projects actually decided upon shall be sold by the Authority as agent 
of the United States, after due advertisement, at public acution to 
the highest. bidder, or at private sale as provided in section 4 (k) 
of this Act, 
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Paragraph Seventh of Section 5136 of the Revised Statutes of the 
United States, as Amended (12 U. S. C. 24) 


Sec. 5136. Upon duly making and filing articles of association and 
an organization certificate, the association shall become, as from the 
date of the execution of its organization certificate, a body corporate, 
and as such, and in the name designated in the organization certificate, 
it shall have power— 

First. To adopt and use a corporate seal. 

Second. ‘To have succession from the date of the approval of this 
Act, or from the date of its organization if organized after such date 
of approval until such time as it be dissolved by the act of its share- 
holders owning two-thirds of its stock, or until its franchise becomes 
forfeited by reason of violation of law, or until terminated by either a 
general or a special Act of Congress or until its affairs be placed in 
the hands of a receiver and finally wound up by him. 

Third. To make contracts. 

Fourth. To sue and be sued, complain and defend, in any court of 
law and equity, as fully as natural persons. 

Fifth. To elect or appoint directors, and by its board of directors 
to appoint a president, vice president, cashier, and other officers, 
define their duties, require bonds of them and fix the penalty thereof, 
dismiss such officers or any of them at pleasure, and appoint others to 
fill their places. 

Sixth. To prescribe, by its board of directors, bylaws not incon- 
sistent with law, regulating the manner in which its stock shall be 
transferred, its directors elected or appointed, iis officers appointed, 
its property transferred, its general business conducted, and the 
privileges granted to it by law exercised and enjoyed. 

Seventh. To exercise by its board of directors, or duly authorized 
officers or agents, subject to law, all such incidental powers as shall be 
necessary to carry on the business of banking; by discounting and 
negotiating’ promissory notes,drafts,. bills of. exchange, and other 
evidences of debt; by receiving deposits; by buying and selling ex- 
change, coin, and bullion; by loaning money on personal security ; and 
by obtaining, issuing, and circulating notes according to the provisions 
of this title. The business of dealing in securities and stock by the 
association shall be limited to purchasing and selling such securities 
and stock without recourse, solely upon the order, and for the account 
of, customers, and in no case for its own account, and the association 
shall not underwrite any issue of securities or stock: Provided, That 
the association may purchase for its own account investment securities 
under such limitations and restrictions as the Comptroller of the 
Currency may by regulation prescribe. In no event shall the total 
amount of the investment securities of any one obligor or maker, held 
by the association for its own account, exceed at any time 10 per 
centum of its capital stock actually paid in and unimpaired an 
10 per centum of its unimpaired surplus fund, except that this limita- 
tion shall not require any association to dispose of any securities law- 
fully held by it on the date of enactment of the Banking Act of 1935. 
As used in this section the term “investment securities” shall mean 
marketable obligations, evidencing indebtedness of any person, 
copartnership, association, or corporation in the form of bonds, notes 
and/or debentures commonly known as investment securities under 
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such further definition of the term “investment securities” as may by 
regulation be prescribed by the Comptroller of the Currency. Except 
as hereinafter provided or otherwise permitted by law, nothing herein 
contained shall authorize the purchase by the association for its own 


account of-any shares of stock of any corporation. The limitations 


and restrictions herein contained as to dealing in, underwriting and 
purchasing for its account, investment securities shall not apply to 
obligations of the United States, or general obligations of any State or 
of any political subdivision thereof, or obligations issued under author- 
ity of the Federal Farm Loan Act, as amended, or issued by the 
thirteen banks for cooperatives or any of them or the Federal Home 
Loan Banks or the Home Owners’ Loan Corporation, or obligations 
which are insured by the Federal Housing Administrator pursuant to 
section 207 of the National Housing Act, if the debentures to be 
issued in payment of such insured obligations are guaranteed as to 
rincipal and interest by the United States, or obligations of the 
Federal National Mortgage Association, or such obligations of any 
local public agency (as defined in section 110 (h) of the Housing Act 
of 1949) as are secured by an agreement between the local public 
agency and the Housing and Home Finance Administrator in which 
the local public agency agrees to borrow from said Administrator, 
and said Administrator agrees to lend to said local public agency, 

rior to the maturity of such obligations (which obligations shall 

ave a maturity of not more than eighteen months), monies in an 
amount which (together with any other monies irrevocably committed 
to the payment of interest on such obligations) will suffice to pay the 
principal of such obligations with interest to maturity thereon, which 
monies under the terms of said agreement are required to be used for 
the purpose of paying the principal of and the interest on such obli- 
gations at their maturity, or such obligations of a public housing 
agency (as defined in the United States Housing Act of 1937, as 
amended) as are secured either (1) by an agreement between the 
public housing agency and the Public Housing Administration in 
which the public housing agency agrees to borrow from the Public 
Housing Administration, and the Public Housing Administration 
agrees to lend to the public housing agency, prior to the maturity of 
such obligations (which obligations shall have a maturity of not more 
than eighteen months), monies in an amount which (together with 
any other monies irrevocably committed to the payment of interest 
on such obligations) will suffice to pay the principal of such obligations 
with interest to maturity thereon, which monies under the terms of 
said agreement are required to be used for the purpose of paying the 
principal of and the interest on such obligations at their maturity, 
or (2) by a pledge of annual contributions under an annual contribu- 
tions contrect between such public housing agency and the Public 
Housing Administration if such contract shall contain the covenant 
by the Public Housing Administration which is authorized by sub- 
section (b) of section 22 of the United States Housing Act of 1937, as 
amended, and if the maximum sum and the maximum period specified 
in such contract pursuant to said subsection 22 (b) shall not be less 
than the annual amount and the period for payment which are 
requisite to provide for the payment when due of all installments of 
principal and interest on such obligations: Provided, That in carrying 
on the business commonly known as the safe-deposit business the 
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association shall not invest in the capital stock of a corporation 
organized under the law of any State to conduct a safe-deposit business 
in an amount in excess of 15 per centum of the capital stock of the 
association actually paid in and unimpaired and 15 per centum of its 
unimpaired surplus. The limitations and restrictions herein con- 
tained as to dealing in and underwriting investment securities shall 
not apply to obligations issued by the International Bank for Recon- 
struction and Development which are at the time eligible for purchase 
by a national bank for its own account, nor to bonds, notes and other 
obligations issued by the Tennessee Valley Authority: Provided, That 
no association shall hold obligations issued by [said bank] eather of 
said organizations as a result of underwriting, dealing, or purchasing 
for its own account (and for this purpose obligations as to which it is 
under commitment shall be deemed to be held by it) in a total amount 
exceeding at any one time 10 per centum of its capital stock actually 
— in and unimpaired and 10 per centum of its unimpaired surplus 
und. 

Eighth. To contribute to community funds, or to charitable, 
philanthropic, or benevolent instrumentalities conducive to public 
welfare, such sums as its board of directors may deem expedient 
and in the interests of the association, if it is located in a State the 
laws of which do not expressly prohibit State banking institutions 
from contributing to such funds or instrumentalities, 
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MINORITY VIEWS ON H.R. 3460 


The minority does not desire to interfere with the operations of 
TVA within its present service area and favors a TVA bond financing 
bill that will sae it possible for TVA to adequately meet the growing 

ower requirements of its declared area of 80,000 square miles. 
HR. 3460, however, does not provide the legislative framework for 
such a TVA policy. The committee has rejected amendments 
offered by the minority which would have aa in an amended 
version of H.R. 3460 in conformity with a sound TVA bond financing 
rogram within regulatory provisions for reasonable and proper 
dget and Treasury controls. Under these circumstances we must 
submit our suggestions for necessary improvements in H.R. 3460, as 
reported by the committee, and urge the adoption of amendments 
to protect. the Nation’s taxpayers and provide TVA with a workable 
plan of operation under bond financing. 

The announced purpose of authorizing TVA to issue revenue bonds 
is to put the TVA on a self-financing basis. That is the primary 
objective of the proposal and we agree with that objective, but freedom 
for the TVA from annual administrative and congressional control is 
not by any means a necessary or integral part of the use of renenue 
bonds as a method of financing TVA. The raising of TVA funds by 
revenue bonds and regular budgetary and legislative control are 
entirely consistent and desirable. 

Since the grant to TVA of the authority to issue revenue bonds 
would eliminate the need for further TVA appropriations the Congress 
should preserve existing controls so that it will have the power to 
protect the public by seeing to it that TVA operates honestly, 
efficiently, and in a responsible manner: 

We, the undersigned, strongly oppose approval of H.R. 3460, in 
its reported form, because the ‘Teoaua e of this bill permits an expan- 
sion of the authority of the TVA, without providing adequate super- 
vision of its activities. Further, it is in complete disregard of our 
national interests, as it ignores the sound proposals heretofore made 
by the Comptroller General, the Secretary of the Treasury, and the 
Bureau of the Budget. 

We specifically object to H.R. 3460 in its present form because— 

1. It modifies TVA’s present obligation to repay the Government 
of the United States its appropriated investment for power facilities 
in 40 years by substituting a repayment program extending over a 
period of 120 years. 

2. It ropenle existing congressional control over the construction 
of new plants financed out of power revenues. 

3. Its amended service area limitation, standing by itself, is not an 
adequate means for regulation of TVA activities. Other amendments 
are needed to safeguard a bond financing program and enable TVA 
to sell its bonds. 
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4. It results in the Federal Government being placed in a secondary 
security position since the bondholders will have priority of payment. 

5. It removes TVA from the control of the Government Corpora- 
tion Control Act to which other Government-owned corporations are 
subject, thereby making TVA a special privilege corporation. Cer- 
tain exemptions anid tines been granted TVA in its current program 
of operations financed by power revenues; however, when operations 
are financed through borrowing, the provisions of the Government 
Corporation Control Act become of primary importance. 

6. It provides that proceeds from TVA bonds shall not be included 
in the Nation’s aiicioel Wudaet. 

7. Its provisions with respect to Treasury approval of TVA bond 
issues are unrealistic and designed to reduce Treasury supervision to 
such @ minimum that the saleability of TVA bonds may be adversely 
affected and thereby destroy the objective of the legislation. 

The Bureau of the Budget, the Comptroller General, and the 
Treasury Department all have informed Congress that provisions of 
the various TVA bills that have been introduced are contrary to the 
national interest and that any bill providing for TVA bond financing 
should provide for an orderly amortization over a reasonable period of 
time of the taxpayers’ investment in its power facilities under the con- 
trol of the Bureau of the Budget and the Treasury Department. 

We now discuss these points in detail. 


(1) PERIOD OF AMORTIZATION 


Section 1 of the bill provides: “That the last three paragraphs 


under the subtitle ‘Independent Agencies and Corporations’ in title 
II of the Government Corporations Appropriation Act, 1948 (61 Stat. 
576-577), are hereby repealed;’’. In order to understand the full 
importance of this language, it should be kept in mind that the sec- 
tion repeals the provision that— 


Amounts equal to the total of all appropriations herein 
and hereafter made to the Tennessee Valley Authority for 

ower facilities shall be paid by the board of directors thereof, 
in addition to the total of $348,239,240 specified in the fore- 
going paragraph, to the Treasury of the United States as 
miscellaneous receipts, such payments to be amortized over 
a period of not to exceed forty years after the year in which 
such facilities go into operation, 


H.R. 3460 substitutes a repayment program extending over a period 
of 120 years. The annual repayment sum is specified at $10 million in 
H.R. 3460. 

Under this bill, as reported by the committee, it would be highly 
unlikely that the TVA would ever have to repay fully to the Treasury 
and to the American taxpayers the more than $1,600 million that has 
already been made oollcbin to TVA for power purposes through 
appropriations and the reinvestment of power revenues. Existing law 
requires that the power investment derived from appropriated funds 
vale be repaid to the Treasury in not more than 40 years. Since 
H.R. 3460 requires TVA to repay at least $10 million a year on the 
appropriated power investment, this would mean that the oninting 
power investment derived from appropriations ($1,200 million) woul 
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not be repaid, if no default is made in annual payments, until the 
elapse of 120 years. That would be long after the facilities concerned 
have worn out or have become obsolete. The amortization of the full 
present power investment derived from appropriations and power 
revenues would take a longer period. The minority proposes that the 
repayment period should be reduced to 60 years. 

The rates charged for power produced at other Federal projects 
are designed to provide for the amortization of power facilities during 
their economic life; this is usually a period of 50 years. Obviously 
under H.R. 3460 the TVA would be given a preferred position in 
comparison to that enjoyed by other Federal power agencies. To the 
extent that the TVA’s power rates do not reflect fully the true cost of 
producing power by failing to make adequate provision for amortiza- 
tion of the Federal investment, users of the TVA power will be receiv- 
ing an added subsidy from the rest of the American taxpayers. H.R. 
3460, as amended, provides that TVA is to charge rates sufficient to 
meet the annual payments and charges specified in the bill. 

In order to remedy the period of amortization situation to some 
extent at least, the minority offered an amendment to increase the 
amount of repayment from $10 million to $20 million. This amend- 
ment, however, was rejected by the committee. 

The committee did agree to amendment of subsection (f) by insert- 
ing after “hereof;” in the ninth line of the subsection, the words 
“payment to the Treasury of the repayment sums specified in sub- 
section (e) hereof”. The intent of this amendment, which was offered 
by the minority, is to make explicit the requirement that the TVA 
shall charge rates for power which will produce gross revenues sufficient 
to provide funds for repayment to the Treasury of the appropriation 
investment as specified in subsection (e). This means that both the 
repayments of appropriation investment and the interest payments on 
that investment are to be included in the amount of gross revenue 
to be produced by the rates for power set by TVA. 

If the present unrealistic amortization period of 120 years remains 
in H.R. 3460 the rates charged by TVA would be fixed accordingly 
lower than would be the case if TVA is required to liquidate its ap- 
propriated investment in 60 years. In other words, the lower the 
annual repayment is, the greater the subsidy accruing to users of TVA 
eleetric power. 


(2) APPROVAL OF NEW POWERPLANTS 


Section 1 also repeals the provision that— 


None of the power revenues.of the Tennessee Valley 
Authority shall be used for the construction of new power 
producing projects (except for replacement purposes) unless 
and until approved by Act of Congress. 


Under H.R. 3460 the TVA will have authority to construct new 
powerplants out of bond proceeds, provided it informs the President 
and the Congress of its intentions and there is no disapproval of the 
project before the elapse of 90 days. Under existing law TVA must 
secure congressional approval for the construction of new plants out 
of power revenues. If it is a wise proposal to require congressional 
approval for projects financed “‘out of pocket,” it would seem equally 











48 TVA SELF-FINANCING 





sound to follow the same procedure for projects built with borrowed 
funds. This requirement will not interfere with the flexibility of 
TVA operations. This is no time for Congress to establish a new policy 
of permitting any agency or Government corporation to spend funds on 
projects never approved by Congress in amounts never considered by 
Congress. 


(3) AREA OF TVA SERVICE 


During the hearings on H.R. 3460 there was considerable testimony 
with respect to the area that should be served by TVA. This was due 
to the general serious concern with respect to just what expansion TVA 
had in mind if granted authority to issue $750 million in revenue bonds. 

The minority took the view that the service area language of the 
bill, as introduced, resulted in a definition of a new enlarged area in 
which TVA could market its power; and it did in reality broaden the 
present TVA service area by more than 25,000 square miles (according 
to testimony by the representative of TVA the present area of service 
is 80,000 square miles). This is an increase of approximately 30 per- 
cent in the area now served by TVA, thereby definitely threatening 
increased competition with the electric service companies now serving 
customers in the newly defined expanded area. 

During the course of hearings on H.R. 3460 Mr. Vinson of Georgia 

roposed to the committee that the following service area amendment 
e adopted by the committee: 


Unless otherwise specifically authorized by Act of Con- 
gress, existing and subsequently built, leased, or acquired 
power facilities of the corporation shall not be used for the 
sale or delivery of power for use outside the service area of 
the corporation as it existed on July 1, 1957, except, when 
economically feasible, for exchange power arrangements 
with other utility systems with which the corporation had 
such arrangements on said date. 


The minority members were in accord with the amendment offered 
by Mr. Vinson. However, his amendment was modified to include 
certain specified communities in or adjacent to the area and his 
amendment so modified was adopted by the committee. 

Special attention is called to the fact that the modified Vinson 
amendment language relates solely to the area to be served by TVA. 
The area limitation amendment does not in any way result in adequate 
Budget and Treasury control or bring the borrowing authority of 
TVA within the public debt ceiling; nor does it serve to keep TVA 
subject to the provisions of the Government Corporation Control 
Act, which was enacted by the Congress in order to exercise proper 
and necessary control over the operations of all Government corpo- 
rations. 

Proponents of H.R. 3460 have generally indicated that the TVA 
did not desire to expand its area of service but did want flexibility 
and capacity to meet all the power needs within its present service 
boundaries. In other words the TVA proponents have contended 
that TVA expansion will be contained within its present service area 
of 80,000 square miles. The minority is in aceord with this type of 
TVA development. It is agreed that TVA should not be hampered 
in its service so long as its activities are confined to the area defined 
and come within the provisions of existing law. 
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If Congress enacts H.R. 3460 without making it clear that the 
services of TVA are to be confined to the area in which it now serves 
customers, it will have failed to protect our free enterprise system 
upon which the Government depends for many billions of dollars in 
taxes. The Vinson amendment as originally proposed would ac- 
complish this end; however, there is a great danger that the language 
added to the Vinson amendment may be used to open the door to 
many communities in the periphery area to discard existing contracts 
with electric service companies and seek connection with the TVA 
system. 

(4) SECONDARY SECURITY POSITION 


Subsection (e) of H.R. 3460 makes it clear that the United States, 
which has an investment of $1,600 million in TVA, will be relegated 
to a secondary security position to holders of TVA revenue bonds. 
This subsection provides, with respect to priority of payment, as 
follows: 


(e) From net power proceeds in excess of those required 
to meet the Corporation’s obligations under the provisions 
of any bond or bond contract, the Corporation shall, begin- 
ning with fiscal year 1961, make payments into the Treasury 
as miscellaneous receipts on or before December 31 and June 
30 of each fiscal year as a return on the appropriation 
investment in the Corporation’s power facilities, plus a re- 
payment sum of not less than $10,000,000, which repayment 
sum shall be applied to reduction of said appropriation invest- 
ment. 


There is nothing ambiguous about that language. The bond- 
holders get their money first. After the payment of principal and 
interest on bonds and the operating expenses of TVA will come the 
repayment of the U.S. appropriated investment. Even that is not 
entirely certain, for TVA may defer payments for 2 years under 
certain circumstances. (See subsec. (e) of H.R. 3460.) 

Right now the taxpayers of the Nation, who have more than 
$1,600 million invested in TVA, are being hard pressed to meet ever 
mounting tax bills. Can we as their representatives in Congress, in 
good conscience, vote to violate their interests by allowing TVA to 
issue $750 million in bonds that will put the bondholders in first 
priority of payment? This is the effect of approval of H.R. 3460 as 
reported to the House. The minority will offer an amendment to 
correct this situation. 


(5) GOVERNMENT CORPORATION CONTROL 


The last sentence of subsection (a) provides, in part, as follows: 


The issuance and sale of bonds by the Corporation and the 
expenditure of bond ‘papconte for the purposes specified 


herein, including the addition of generating units to exist 
power-producing projects and the construction of addition 
power-producing projects, shall not be subject to the require- 
ments or limitations of any other law:. 


The principal act affected by this language is the Government 
Corporation Control Act of 1945. This act requires any wholly 
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owned Government corporation, including TVA, to submit annually 
to the President a budget program and for the President to transmit 
to the Congress the budget programs of the corporations as a part of 
the annual budget required by the Budget and Accounting Act of 1921. 

The Government Corporation Control Act was intended to provide 
Congress with a budgetary procedure, as a part of the regular appro- 
— process, which, while recognizing the special requirements of 

overnment corporations, would permit a review prior to the time 
that such corporations undertook new programs. To limit the act 
solely to reporting the results of operations already underway would 
be contrary to its basic purpose. Experience since 1945 under the 
Goverrment Corporation Control Act has not only confirmed its value 
to the Congress but also has not produced any evidence that the 
operations of such corporations have been impeded. 

Under the provisions of the language above quoted the issuance 
and sale of revenue bonds by TVA would not be subject to the budg- 
etary provisions of the Government Corporation Control Act. This 
is particularly important since under the revenue bond financing pro- 

osal the power revenues from all existing power facilities as well as 
rom facilities financed from revenue bonds will be used to secure 
such bonds. These bonds, under the provisions of H.R. 3460, will 
have priority of payment over the Government’s investment in TVA, 

It is not unreasonable that TVA be asked to conform to the budg- 
etary provisions of the Government Corporation Control Act. In this 
connection it should be noted that the Government Corporation Con- 
trol Act has not been interpreted as limiting the amount of expendi- 


tures for a particular program to those presented in the budget if 
they can be financed within the resources legally available to the 
corporation. It is an important fact that both the President and the 
Congress have directed their review mainly to the program which the 
Corporation pres to undertake in the ensuing fiscal year. In the 


case of the TVA, the power program refers to additional generating 
capacity required expressed in kilowatts including related facilities. 

The minority proposed that H.R. 3460 be amended to provide for 
this limited type of control along with specific authority to make such 
reasonable adjustments as the Corporation might determine to be 
needed due to changes in requirements for power facilities and the 
amount of expenditures necessary therefor. The proposal, however, 
was rejected by the committee. Under the present provisions of 
H.R. 3460 the TVA will be permitted to operate very much as it 
pleases. The minority does not concur in such a broad grant of 
authority. 

The TVA has operated its power program for over 25 years subject 
to existing coitwole and, according to PV A's own statements, it oe 
done an excellent job. With a quarter of a century of. successful 
experience under such controls, why cannot TVA continue to operate 
in the future under the same type of supervision? Further, the 
Bonneville Power Administration ha managed to operate for over 20 
years subject to congressional control and its operations have been 
successful. Similarly the Southwestern Power Administration has 
operated for 15 years without difficulties. History has demonstrated 
that such control is necessary to protect the public interest and to 
insure honesty, efficiency, and responsibility in the conduct of public 
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(6) INCLUDE TVA OPERATIONS IN BUDGET 


H.R. 3460, as reported by the committee, provides that proceeds 
from the issuance of bonds and from power operations shall not be 
included in computations of receipts, expenditures, surpluses, or defi- 
cits in the national annual budget. There is an exception with respect 
to the amounts budgeted by the corporation for payments on account 
of the appropriation investment and for reduction of such investment. 

At the present time such receipts and expenditures, in accordance 
with the practice followed for all wholly owned Government corpora- 
tions, are taken into account in the determination of the Federal 
Government’s overall financial requirements as expressed in the annual 
budget. The exclusion of the TVA power program from the budget 
would result in an incomplete presentation of the Federal Govern- 
ment’s budgetary requirements. 

The TVA is a wholly owned Government corporation at this time, 
in which the general taxpayers on June 30, 1958, had an investment 
of $1,600 millon. ‘The power revenues derived from existing power 
facilities, which will be used as security for the issuance of revenue 
bonds, are likewise the property of the general taxpayers. These 
revenues in 1958 amounted to more than $232 million. H.R. 3460 
does not change the status of the TVA as a wholly owned Government 
corporation; its sole purpose is to authorize the issuance of revenue 
bonds secured by the corporation’s power revenues. 

The minority contends that any receipt or expenditure of the 
TVA as a wholly owned Government corporation is a receipt and 
expenditure of the Federal Government and should be included in 
the budget of the Federal Government. 


(7) TREASURY APPROVAL OF BONDS 


The provisions of H.R. 3460 with respect to Treasury approval of 
the bond issues are so limited that they are almost certain to prove 
detrimental to the advantageous sale of TVA bonds and thereby 
defeat the objective of the bill. 

Although TVA revenue bonds would not be guaranteed by the 
Federal Government, they would be sold in the same market in which 
Treasury obligations and the obligations of other Government corpo- 
rations would be sold. To enable the Treasury to carry out its re- 
sponsibilities to the public at large with respect to the financing of the 
Federal Government’s activities, of which TVA activities are a part, 
it is of great importance that the Treasury continue to have authority 
adequate to coordinate the financing operations of Government cor- 
porations, such as TVA, with Treasury debt management and other 
fiscal operations. To make such coordination effective the Treasury 
must retain authority to disapprove a proposed issue of TVA or other 
Government corporation bonds in the interest of efficient overall 
Federal fiscal policy. To do otherwise would tend to subordinate the 
fiscal best interests of the Government to the TVA, which, of course, 
would be disastrous. H.R. 3460 sets up an unwise procedure with 
respect to efficient overall fiscal management of the Federal Govern- 
ment. 

This TVA bond financing bill is of far-reaching significance as it 
charts a completely new course. A wholly new concept of Govern- 
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ment financing of a normal business function is embodied in this bill. 
Under these circumstances the Congress will do well to proceed with 
the utmost caution in its consideration. 


SUMMARY 


The American system of government is one of laws and not.of men. 
This leaves the Congress with little choice. We cannot avoid our 
obligation to the people of the Nation and relinquish congressional 
authority over any Government corporation in which such a vast sum 
of public money is invested. The authority sought for TVA in this 
legislation is so extensive and its provisions are at the same time so 
devoid of prudent supervision that the operations of TVA could lead 
to serious abuses. 

The subscribers to this minority statement express their opposition 
to H.R. 3460 in its reported form and strongly urge that the House 
incorporate provisions that will— 

1. Continue the obligation of the Tennessee Valley Authority to 
repay the taxpayers’ appropriated investment in TVA power facilities 
over the reasonable period of 60 years. 

2. Retain congressional control over the construction of new power- 
plants, whether financed out of power revenues or bond proceeds. 

3. Limit the service area of the Tennessee Valley Authority to that 
now served (80,000 square miles) to prevent further invasion of the 
service territories of adjacent taxpaying electric companies. 

4. Clearly specify that the Government shall have priority of 
security over TVA bondholders in order to protect the taxpayers’ 
investment in the Tennessee Valley Authority. 

5. Keep the Tennessee Valley Authority within the framework of 
the Government Corporation Control Act, to the end that TVA shall 
not become a special privilege corporation with a law unto itself. 

6. Clearly state that the operations of the Tennessee Valley Au- 
thority shall be completely reflected in the budget. 

7. Insure approval by the Secretary of the Treasury of all TVA 
bond issues, since such approval has a direct bearing upon the sala- 
bility of revenue bonds issued by the Tennessee Valley Authority. 

Every effort will be made to amend H.R. 3460 as suggested in this 
statement because the best interests of the Nation and the Tennessee 
Valley Authority will be served by such action. 

James C. AUCHINCLOSS. 
Russet, V. Mack. 
Gorvon H. Scnerer. 
GarpNnerR R. WitHRow, 
Wiiuram ©. Cramer. 
Joun F. Batpwin, Jr. 
Frev ScHWENGEL. 
Epwin B. Dootey. 
Witu1am 8. Broomrie.p. 
Howarp W. Rostson. 
Dean P. Taytor. 
Water M. Mumma. 





SUPPLEMENTAL MINORITY VIEWS OF GORDON H. 
SCHERER 


While I signed the minority report, I feel D riust further darify my 
position in view of the fitst sentence of that report: which reads: 


The minority does not desire to interfere with the opera- 
tions of TVA within its present, service area and favors a 
TVA bond financing bill that will make it possible for TVA 
to adequately meet the growing power requirements of its 
declared area of 80,000 square miles. 


My signing of the minority repert which includes the foregoing 
statement should not be interpreted as abandonment of a basic 
principle. I am opposed to the Government’s engaging in the business 
of en and distributing power for reasons which are generally 
cited. 

While there may be some justification for the Government to 
generate electric power as a byproduct of flood-control projects, in 
the Tennessee Valley today we have Government engaged in a gigantic 
power-producing enterprise with only a fraction of its power output 
coming from flood-control projects. The issuance of bonds is to 
provide for the expansion of TVA’s mammoth nonhydroelectric or 
steam power production facilities, now more than half of TVA’s 
generating capacity. 

Such an expansion, we all know, is necessitated because TVA offers 
cheap power to industry in the Tennessee Valley at the expense of 
every taxpayer in the United States and to the detriment of many 
communities from which it has pirated industrial plants. 

Since it is obvious, however, that TVA is here to stay, then its 
operation should be restricted and controlled as set forth in the 
minority report. 

Gorpvon H. ScHerer. 
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SUPPLEMENTAL MINORITY VIEWS OF 
EDWIN B. DOOLEY 


Although I have signed the minority report as an indication of my 
endorsement of its general philosophy, with particular reference to 
the Vinson amendment, I feel strongly that there should be no vertical 
expansion of the TVA, hence no bond issue. I am not opposed to 
TVA in its present status. It has accomplished much in the area it 
serves. 

Epwin B. Dootey. 
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